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MILLIONS OF FEET OF HARDWOOD are processed for furniture parts at the Meridian, Mississippi, plant of Kroehler Manu- 
facturing Company, world’s largest furniture maker. This Kroehler installation processes over 10 million feet of lumber annually. 


Industrial Diversity... Core of the South’s Amazing Progress! 


Furniture manufacturing is one of a group of widely di- 
versified Southern industries. Dixie’s remarkable industrial 
growth has been stimulated by continuing development of 
new and better products... resulting in increased payrolls 
and employment... expansion... and greater buying 
power... with the South emerging as its own best market. 

In the flourishing four-state heart of the South — 
Alabama, Florida, Georgia and Mississippi — industries 
such as textiles, food processing, metals, chemicals and 


In the 10-year period, 1950-1959, the four-state area's rate of gain in practically every field 
led the nation as a whole. Here are some pertinent comparisons:* 


4-State Area 
Manufacturing Employment 
Manufacturing Payrolls 
Electric Power Production 


The last half of the twentieth century belongs to the South! 


many more have required an ever-increasing supply of 
electric power. To keep pace with the growing power de- 
mands of factories, businesses and homes, the operating 
companies in The Southern Company System have ex- 
panded steadily. The companies are now engaged in a 
three-year power de- 
velopment program in- 
volving over half a 
billion dollars. 


THE SOUTHERN COMPANY 


72 


ATLANTA - {330 
BIRMINGHAM 


United States 
14.8% 
30.8% 

104.8% 


*U. S. DEPT. OF COMMERCE 


W. PEACHTREE STREET 
600 N.18 TH STREET 
Alabama Power Company Birmingham, Alabama 
Georgia Power Company 
Gulf Power Company Pensacola, Florida 
Mississippi Power Company Gulfport, Mississippi 
Southern Electric Generating Co. . Birmingham, Alabama 


Atlanta, Georgia 








Where was the Bell Telephone System 


ON FRIDAY, AUGUST 12, 19607 





it was handling some 210,000,000 local and 


long distance conversations, plus about 5000 
overseas calls. 


it was offering Beliboy personal signaling to 
more and more people. Device uses tiny 
Transistors, another Bell System invention. 


It was providing circuits for the speedy trans- 
mission of mountains of data for business 
and government. 


it was guiding Echo |! into near-perfect orbit 
so Bell System scientists could make the 
world’s first telephone call via satellite. 


It was building fast, reliable communications 
for BMEWS—the nation’s Ballistic Missile 


It was providing thousands of miles of high- 
quality circuits for the country’s local and 
network television programs. 


It was developing a world-wide communica- 
tions system using satellites powered by the 
Solar Battery, a Bell System invention. 


it was constructing a ‘round-the-world com- 
munications system for America’s first man 
(or woman) into orbit. 


And it was delving into innumerable fields of 
scientific inquiry at the largest industrial 
laboratories in the worid. 


It was at the scene of every major communications activity that day, as it is every day. 
And for them all—communications on the ground, under the oceans, through the air, 

around the world—Bell Telephone people “‘wrote the book that everybody else uses.”’ 

How come? Because it’s our job to be expert in universal communications. 

You have a right to the best service in the world. And you get it! 


BELL TELEPHONE SYSTEM Pioneering in outer space to improve communications on earth 





Sundstrand at work...around the world 


From Toronto to Tokyo, Sundstrand equipment is rolling off production lines and moving into 
world markets. The frontiers of Sweden are guarded by Draken interceptor 

aircraft equipped with Sundstrand electric power systems . . . manufacturers 

throughout the Common Market are speeding up production and 

lowering unit costs with Sundstrand machine tools, manufactured in the area 





.-. in industrial centers throughout the Far East, locally manufactured 
equipment bearing the internationally recognized Sundstrand 

trademark is being installed by progressive companies. 

But regardless of the country or the language spoken, ““Sundstrand” still has 
only one translation—“research, engineering, and production capability.” 


Aircraft and missile systems and components . . . machine tools and 
accessories . . . industrial hydraulic components and systems 

.-. fuel units for oil burners . . . packaging machinery . . . hydrostatic 
transmissions . . . process weighing equipment .. . 

and a wide range of small tools and specialty equipment. 


SUNDSTRAND CORPORATION 


ROCKFORD, ILLINOIS 











ENGILAND—Coventry Gauge & Tool Co., Ltd., combines 
traditional British with Sundstrand 


engineering 
te turn out these Sundstrand broaching machines. Other Eng- 
sh floens manutacture and sell the Sundstrand lines of constant 
speed aircraft alternator drives and pneumatic sanders. 





ITAL Y—Fist, the best-selling car in Italy, is assembied from FRANCE —Milling machines and iathes built to Sundstrand 
of efficient off heating made possible by Sundstrand oi! burner precision-built parts produced by FIAT Societa per Azioni, standards by Societé Parisienne de Machines Outils carry the 
pumps, locally manufactured and serviced by John Inglis, Ltd. Sundstrand trademark to the farthest corners of the world. 


: ; Bt] 
JAPAN—Niigats Engineering Co., Ltd., a major Japanese T GERMA , BELGIUM—Chemical and ore-processing plants throughout 
manutacturer and shipbuilder, inds the European Common Market will soon be Improving bulk 
materials handling with Sundstrand (Thayer Scale) electronic 
weighing equipment, made by Trains de Roves du Centre. 
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READERS SAY 


Cogent and Pungent 


Sm: Once again you perform an in- 
valuable service for students of business 
with your annual Survey of American In- 
dustry (Forses, Jan. 1). Your penetrating 
analysis of the business spectrum with 
its cogent reasoning and pungent com- 
ment on individual enterprises and man- 
agements will be regularly consulted by 
those like myself, who seek to keep 
abreast of the most significant factor in 
American life—the nation’s business. 


—MasrtiIn SHELDON 
Pittsburgh, Pa. 


Recession Forecast 


Sm: The recession of 1958 was forecast 
in February 1957, according to your chart 
(“Manufacturing Trends,” Forses, Jan. 
1). In that month the index of new or- 
ders crossed the Federal Reserve Board 
index of industrial production on the 
downside. The business upturn was sig- 
naled in January 1958, when the new or- 
der index re-crossed the FRB index on 
the way up. The recession of 1960-1 was 
forecast by your earlier chart (“Reces- 
sion?” Forses, Oct. 1), when the new 
order index again crossed that of the FRB 
on the downside. So far your charts are 
batting 1.000. 

—Marvin RorHMAN 
Wilmette, Il. 


Arizona Copper 


Sir: It was with considerable pleasure 
that we saw our community honored on 
your cover (Forses, Jan. 1). The view of 
the copper settling tanks and the con- 
centrator, together with snow-capped Mt. 
San Jose across the Mexican border, was 
immediately recognizable. Bisbee copper 
mines have operated continuously since 
1880. The most recent addition is the 
Phelps Dodge Lavender Open Pit. 

—Ray HELcEsEN, 
Secretary -Manager, 

Greater Bisbee Chamber of Commerce 

Bisbee, Ariz. 


Cost of Planes 


Sm: Will you listen to a taxpayer's 
voice crying in the wilderness? Your sur- 
vey of the aircraft industry (“The $1- 
Billion Lesson,” Forses, Jan. 1) was a 
shock. Companies making commercial 
aircraft lose money hand over fist. Those 
doing nothing but defense work make a 
profit of 20% on stockholders’ equity. The 
logical conclusion is that the airlines buy 
planes dirt cheap, while the US. Air 
Force squanders my money to buy planes 
and missiles at a grossly inflated price. 

—O.cotr GaATEs 
Ruxton, Md. 


Well, not quite—Eb. 


The Borden Company 


Sir: In your annual survey of the food 
& soap industry (“Horn of Plenty,” 
Forses, Jan. 1), you stated that the Bor- 
den Co. had a $5 million deficit in 1959 
on overseas operations. Doesn't this ap- 
ply to Campbell Soup mentioned in the 
same paragraph? 

—Epwarp JACKSON 
New York, N.Y. 


It does indeed. Forses hereby apologet- 
ically restores to the Borden Co. its mis- 
appropriated $5 million—Eb. 


SEC Critic 


Sir: You write favorably about the 
SEC ( the Guard,” Forsss, 
Dec. 15), attributing some of the great 
increase in investors to its activity. But 
the SEC is like the remora, a parasitic 
fish that attaches itself to a larger fish. 
The remora undoubtedly thinks he’s a 
great aid and comfort to his host, but his 
removal would just remove a hindrance. 

—KeEnnetu M. Payne, Jr. 
Pasadena, Calif. 


Recession Cure? 


Sm: Here is one way to whip the re- 
cession. Distribute more stock dividends 
to common stockholders and allow cor- 
poration tax write-offs for this, rather 
than large expansion programs in foreign 
investments, new buildings and machin- 
ery. The bigger the distribution of divi- 
dend wealth the greater would be the 
nation’s spending power—and the more 
the encouragement to millions of bank 
depositors to invest their savings in busi- 
ness. 

—H. W. Martin 
Ottawa, Kan. 


Price of Gold 


Sm: Why all the hue and cry about the 
drastic results if we should raise the price 
of gold? This is the obvious solution to 
the problem of the gold outflow. I don't 
seem to recall any tragic consequences 
when President Roosevelt raised the price 
back in 1933. 

—W. G. Price 
New Cuyama, Calif. 


Oil Mergers 


Sm: Your story on possible oil mergers 
(“Merger Urge,” Forses, Nov. 1) seems to 
contain a discrepancy. Is it possible that 
Kewanee Oil Co., with a price on its stock 
of 12 or so, has an estimated merger 
value of 90? 

—JoHN WILSON 
Chicago, Ill. 


Forses statistical staff erred, did not 
take into account a recapitalization and 
stock dividend of last spring which puts 
the book value of Kewanee stock at about 
$13 per share—Eb. 
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ce being devoted to commercial, military and space-exploration projects. 





Five big steps to a smaller world 


How narrow the oceans have become! How small the world! And how 
quickly the shrinking has occurred! 

Within a generation, man has stopped wondering if he would ever 
fly, and now asks how soon he will land on the moon. 

Douglas, builder of the 5 great “DC” airliners that did so much to 
shrink the world you live in, is now at work on the great rockets and 
rocket ships which will shrink the solar system. 


DOUGLAS 


MISSILE AND SPACE SYSTEMS « MILITARY AIRCRAFT « DC-8 JETLINERS « 
TRANSPORT AIRCRAFT * ANTI-SUBMARINE SYSTEMS * AIRCOMB® « 
GROUND SUPPORT EQUIPMENT 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


STOCKOW NING WORKERS 


There should be a significant moral for many U.S. busi- 
nessmen in the recent Endicott Johnson situation. Had 
this company, in so many ways solicitous of the welfare 
of its employees, taken steps many years ago to enable 
its workers to become shareholders—either directly or 
through the company’s big pension fund—the company 
might never have been threatened with a raid. In that 
case, management probably could have counted on proxy 
backing from loyal stockholder-employees. But Endicott 
Johnson did not encourage stock ownership by its em- 
ployees. 

It was, of course, heartening to see the way that the 
employees and neighbors of this upstate New York com- 
pany rallied to management’s aid when an outside group 
tried to buy in last month. Certainly this 80-year-old 
firm has not neglected its community relations. But in 
the end, the threatening block of stock held by Glen 
Alden Corp. was removed only by having Endicott John- 
son’s pension fund buy it—with the overwhelming ap- 
proval of the beneficiaries. 

So management won. The company’s (and the John- 
son family’s) long ties with the Binghamton-Endicott 
area turned the tide. But wouldn’t it have been useful, 
too, had the company been able to count on a sizable 
block of stock in the hands of loyal employees where it 
would presumably have been beyond the grasp of any 
outside group seeking to gain control of the company? 

Considerations of proxy support aside, experience has 
shown that stockowning employees are a good thing for 
a company. Equity ownership gives the workers a finan- 
cial stake in the success of the enterprise. It gives them 
a psychological sense of being more than mere hirelings. 
Employee stock ownership as practised by such giant 
firms as Sears, Roebuck (whose employees’ holdings add 
up to 36% of Sears’ stock), has played an undoubted role 
in that corporate success story. Other companies whose 
employees have large stock interests include such well- 
run enterprises as Pitney-Bowes, Inc., Chas. Pfizer & Co., 
Ford Motor Co., Socony-Mobil Oil Co. and General 
Motors Corp. 

Some conservative companies, it is true, shy away. 


They are afraid that fluctuations in the price of the 
stock might upset employee owners, and that it might 
turn them against the company or its management. This 
danger of course must be considered. But it seems clear 
that this danger is more than outweighed by the advan- 
tages of giving employees a direct stake in the survival 
and profitability of their company. Whether through cor- 
porate pension plans or direct stock purchase arrange- 
ments, every publicly owned company can and should 
encourage workers to become owners. This is some- 
thing every employer can do to improve employee morale 
and to help broaden the base of free enterprise capitalism. 


x 
DIVIDENDS: STILL RISING 


In spite of the fact that stock prices (as measured 
by the better known averages) have more than doubled 
since early 1950, there are still a surprising number of 
good quality commons which yield around 5%. In this 
group are such stocks as Standard Oil of New Jersey 
(recent yield 5.3%), General Motors (4.7%), Bethlehem 
Steel (5.6%), Atchison Topeka & Santa Fe (5.8%). 

One reason for this, of course, is that while the stock 
market has been rising, so have dividends. Ten years 
ago January 1, the bellwether Dow-Jones industrial 
average stood around 240; today it is 400 points or 165% 
higher. But in the interim, according to government 
figures, corporate dividends have climbed from $9 bil- 
lion to $14 billion—or by about 55%. Thus, in 1951, 
General Motors paid out just $1.33 as compared with 
last year’s $2, Jersey Standard paid $1.374% vs. $2.25, 
Bethlehem Steel $1 as compared with $2.40. 

For this reason Forses cannot agree with those who 
claim that the stock market’s long, powerful rise has been 
merely a capitalization of hopes and expectations. On the 
contrary, most stocks today have a far more solid under- 
pinning of assets and of liquidity than they had a decade 
ago and pay considerably higher dividends. 

What seems to be bothering some people is the often- 
mentioned fact that reported earnings have not risen any- 
thing like in proportion to the stock market. Whereas, 








total corporate profits were 
$19.7 billion in 1951, they 
were just 18% higher last 
year, according to estimates 
made by the Boston firm of 
David Babson & Co. How, 
then, have U.S. corporations —_—_---_— Bilfions of Dollars 
been able to fatten their div- ee m oe, cash Flow 
idend envelopes by 55% at $233 $227 $46.0 
a time when their net profits 


23.8 21.8 45.6 
were rising by only 18% 19.1 20.5 39.6 


Yet earnings were only $3.6 
billion higher at the end of 
the period than at the be- 
ginning. 

Where did the money 
come from? From cash flow. 
of course. Just $9.0 billion 
in 1951, depreciation accru- 
als were up to an estimated 
$22.7 billion last year. Over 
the 10-year span, total cash 


MORE THAN MEETS THE EYE 
There has been more than quickly meets the eye to 
corporate reports over the past 10 years. Earnings have 
risen only moderately but cash flow, an equally signifi- 
cant measure of fiscal well-being, has climbed sharply. 


Dividend 


$14.0 
13.4 
12.4 


The answer is simple: Do 
sheer earnings are no long- 23.0 
er the reliable measure of 16.8 
corporate health they once 18.1 
were. Today many analysts pa 
regard cash flow as a better : 


measure and the facts would 





11.8 


1960 estimates, David L. Babson & Co. 


19.3 
17.5 
15.7 
13.5 


41.6 12.5 
41.0 12.1 
38.7 11.2 
30.3 9.8 
29.9 9.2 
10.4 276 9.0 

9.1 28.8 9.0 


flow of U.S. corporations 
climbed from $28.8 billion 
to an estimated $46 billion. 
In other words, reported 
earnings were up only 18% 
but the annual amount of 








seem to bear them out. 
Cash flow, of course, is a combination of net earnings 
and the tax-free depreciation money that flows into 
corporate coffers every year. These have been years of 
massive capital spending. Between 1951 and 1960, the 
same government figures show, U.S. corporations laid 
out $306.3 billion for expansion and modernization. To- 
day this money is coming back in the form of deprecia- 
tion accruals. It is available for further capital spending, 
for retiring debts or for bolstering working capital. 
Hence business’ ability to be more generous with 
dividends than the simple earnings figures would seem 
to justify. Over the same 10 years that U.S. corporations 
raised their annual dividends by about $5 billion, they 
also expanded annual capital spending by $10 billion. 


THE TUGBOAT STRIKE 


It has become painfully clear that future wage in- 
creases will have to be tied closely to changes in pro- 
ductivity if such basic industries as the railroads are not 
to be forced to the wall and if the U.S. is not to lose 
further ground in international markets. Understandably, 
union leaders will not easily give up their demands for 
regular increases, but management is no longer safe in 
the knowledge that any increase in wage bills can 
be passed on to the customers. Under such circum- 
stances the nation must expect a certain amount of 
labor trouble. 

It is to be hoped that the recently settled strike of 
tugboat workers in New York Harbor is not a fore- 
taste of the form it is going to take. The issues were 
pretty clear: the railroads, faced with mounting losses, 
wanted to be able to cut the crews on their tugs. The 
union wanted to hold the line. So far, both sides were 
entitled to their positions. But when the union was 
unable to get anywhere striking on its own, it threw 
picket lines around Grand Central Terminal. There 


cash flowing into corporate 
treasuries rose 60%. Thus 
were the boards of so many corporations able to bolster 
payout without in any way straining their resources; 
the ratio of dividend payments to cash flow was not 
significantly higher in 1960 than it had been in 1951. 

In fact, the rise of dividend payments over the past 
decade has been remarkably steady. In 1960, which was 
certainly not a good year for U.S. business, dividend 
payments rose by an estimated $600 million (to $14 bil- 
lion). Even in the recession year 1958, dividends slipped 
only by about $200 million or less than 1%. In the re- 
cession year 1954 they actually rose by about 7% to $9.8 
billion. This strong and apparently continuing upward 
trend of dividends is just one more reason for believing 
that the U.S. economy has solid underpinnings. 


x 


were only 660 strikers. But by picketing Grand Central 
they succeeded in completely closing down the 10,400- 
mile New York Central system and much of the New 
Haven Railroad. They stranded something like 100,000 
commuters and dislocated the economic life of New 
York City. 

The union no doubt effectively flexed its muscles. It 
took the combined efforts of Governor Rockefeller and 
Labor Secretary Goldberg to bring peace. Perhaps the 
tugmen won their point in that a decision on reducing 
the crews has been put off. But the union’s public-be- 
damned attitude will not easily be forgotten by hundreds 
of thousands of seriously inconvenienced New Yorkers. 
Such things rankle. When a tiny handful of stubborn 
men hold the entire community hostage to their own petty 
interests, they are going too far. 

Many European nations have adopted compulsory 
arbitration as a means of avoiding this sort of thing. 
Few people want compulsory arbitration here. But every 
time U.S. labor leaders fail to prevent irresponsible 
unions from abusing their power this panacea gets that 
much closer to adoption. 





9125" a month THEN! 


A BABY IS ALL FUTURE 


You, Dad...do you sometimes have 
anxious thoughts as you look at your baby 
at night? That tiny fist clutching your 
finger, the happy gurgle, those reaching 
arms, show complete trust and confidence 
in dad. 

But how confident are you? A baby is 
all future ... and you must plan for that 
future. The baby of today, more than ever, 
needs a savings plan that will provide 
either: 


e A college fund at age 18 
@ a business opportunity fund 


@ aretirement fund or an inflation- 
proof estate 


The Friendly 


The inflation hedge is a special feature 
in the Franklin Junior Insured Savings 
Plan. Just $5 a week, beginning at age one, 
will provide $125 a month during four 
college years. The plan is flexible, too. 
Alternate benefits for changes in needs or 
circumstances. 

Right now you can decide your baby’s 
future. You can toss this advertisement 
aside, or you can mail this coupon and 
learn more about our Junior Insured 
Savings Plan. 

The Franklin representative in your 
area will gladly show you the film, “The 
World Your Child Will Live In,” in your 
own home. Send in the coupon today. 


' FRANKLIN LIFE INSURANCE COMPANY 
. Dept: SF, Springfield, tilinois 


Please send your folder with further information about your ° 
Junior Insured Savings Pian and ask the Franklin Represen- 
tative in my neighborhood to call. 


FRANKLIN LIFE 


INSURANCE COMPANY 


DISTINGUISHED SERVICE SINCE 1884 
OVER FOUR BILLION DOLLARS OF INSURANCE IN FORCE 


Address............... 


' My telephone number is 














Nose cones for Titan, Minuteman, and 





BUILDING BEAKS FOR BALLISTIC BIRDS. /hese 
magnesium hemispheres at Avco’s Lycoming Division plant will 
soon become parts of [CBM nose cones. Over them will go new 
heat shield materials developed by our Research and Advanced 
Development Division. Avco now produces nose cones for 
Atlas, Titan, and Minuteman. 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, NEW dA VoeO 


UNUSUAL CAREER OPPORTUNITIES FOR QUALIFIED SCIENTISTS AND ENGINEERS. . .WRITE AVCO TODAY. 
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“THE CORPORATION” 


Never before has the American steel industry been 
under so much competitive stress from so many 
directions. With by far the most at stake, big U.S. 
Steel also is in the trimmest shape to put up battle. 


Gold is for the mistress— 
silver for the maid— 
Copper for the craftsman, 
cunning at his trade. 
“Good!” said the Baron, 
sitting in his hall, 
“But Iron—Cold Iron— 
is master of them all.” 
—Rudyard Kipling 


AMID THE gold and silver splendors of 
his mansion at 219 Madison Avenue 
in New York, John Pierpont Morgan 
needed no one to remind him of the 
mastery of iron and steel. Sitting in 
his library on a winter day 60 years 
ago, Morgan, the most powerful finan- 
cial baron of his time, needed only a 
moment to decide what to do about 
the paper he held in his hand. 

The paper, literally a scrap, had 
come straight from Andrew Carnegie, 
the titan of the American steel in- 
dustry. Morgan urgently needed the 
iron and steel complex Carnegie con- 
trolled to form the nucleus of a mas- 
sive, completely integrated “steel 
trust” he had started to assemble. 
(Elbert Henry Gary, the lawyer 
turned steelman who had first in- 
spired Morgan to the task, preferred 
to call it a “rounded proposition.”) 

Now the moment had come to act. 
Carnegie wanted to retire. On the 
paper Morgan held in his hands, he 
had scrawled his asking price: nearly 
a half billion dollars. Said Morgan 
simply: “I accept.” 

Thus, after legal midwives had done 
their work, the mighty United States 
Steel Corporation* came into the 
world full grown. It was the biggest 


*United States Steel Corp. Traded NYSE. 
Recent price: 811g. ice range (1960-61): 
high, 10314; low, 6944. Dividend (1960): $3. 
Indicated 1961 payout: $3. Earnings per share 
(1959) : $4.25. Total assets: $4.6 billion. Ticker 
symbol: X. 
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single business enterprise in the na- 
tion, producing two thirds of its to- 
tal iron and steel needs. Carnegie 
Steel was the biggest, but by no 
means the only, piece. To acquire the 
iron ore mines, transport lines and 
other steel facilities that went into 
Judge Gary’s “rounded proposition,” 
Pierpont Morgan dealt out some $1.4 
billion in securities. Nothing else he 
ever did equaled his creation of U.S. 
Steel—history’s first instance of a 
“billion-dollar corporation.” 

Rounded Proposition. For the Ameri- 
can steel industry, things have never 
been the same since. True, as it be- 
gins its 6lst year this month, U.S. 
Steel no longer seems quite so awe- 
some. Twentieth-century technology 





has helped a few others to pass it in 
sheer size of assets: American Tele- 
phone & Telegraph, General Motors 
and Jersey Standard, to name them 
all. The growth of the steel industry 
at large and the particular regard U.S. 
Steel management has always had for 
antitrust statutes have both been fac- 
tors in cutting down its share of total 
steel capacity over the years to “only” 
28% as of year-end. 

Yet even nowadays, when steel- 
men meet, let someone refer to “The 
Corporation” and everyone else knows 
which corporation he means. The 
Corporation is today, as Morgan and 
Gary intended it to be, an integrated 
steel producer on a scale no other 
company in the world can approach: 

e U.S. Steel owns enough iron ore 
to meet all its own enormous needs 
with enough left over to rank as an 
important ore merchant to the rest 
of the industry. 

e To ship ore and limestone, U.S. 
Steel owns 66 ore boats whose 900,000- 
odd deadweight tons makes it not only 
the biggest fleet on the Great Lakes 
but also the largest privately owned 





SELLER ANDREW CARNEGIE AND BUYER PIERPONT MORGAN: 
Carnegie’s price tag: nearly half a billion. Morgan’s reply: “I accept.” 





CHAIRMAN BLOUGH: 
“We are not out of line” 


fleet of any kind sailing under the 
American flag. 

¢ The Corporation’s “captive” coal 
mines can produce upwards of 30 mil- 
lion tons a year, making U.S. Steel 
our third largest coal company. 

© To move its coal, it runs a string 
of wholly owned or largely controlled 
railroads operating 1,100 miles of 
track (not counting plant trackage). 

But the real measure of U.S. Steel’s 
power lies not in such figures. In a 
business where freight costs strictly 
limit the size of any one mill’s “natu- 
ral” market area, U.S. Steel is the 
nearest thing America has to a na- 
tional producer, with mills on both 
coasts and in the Midwest and South. 

It did have one long-standing gap 
in its national coverage: on the east- 
ern seaboard. But it remedied that 
in the sort of “Think Big” way that 
Morgan himself would have approved. 
In 1955 it opened the big Fairless 
Works at tidewater on the Delaware 
River just north of Philadelphia. Built 
at an initial cost of $450 million, Fair- 
less Works’ initial capacity of 2 mil- 
lion tons has since been increased to 
2.7 million. That huge sum, however, 
does not even approach Big Steel’s 
capacity at Gary, Ind. (8 million tons), 
or at Chicago’s South Works (5.6 mil- 
lion tons), or even at its Tennessee 
Coal & Iron division near Birming- 
ham, Ala. (4 million tons). 

With these facilities, U.S. Steel cov- 
ers the range of steel products as no 
other company can. Out of 33 major 
types of steel the nation consumes in 
big amounts, U.S. Steel has the indus- 
try’s biggest capacity in 22 of them, 
second biggest in six others. 

Gifted Giant. Most significant of all, 
coupled with such size, U.S. Steel has 
built a worldwide reputation as the 
most efficient integrated producer in 
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the industry. “Everywhere we went,” 
a Corporation metallurgist recently 
reported after a tour of European 
mills, “they wanted to know the latest 
production record at Fairless.” 

It was not mere idle curiosity. The 
No. Two blast furnace at Fairless has 
set world records for efficiency, pour- 
ing more than 2,000 tons of pig iron 
in a single day. But U.S. Steel has 
other showplaces. Last year, for ex- 
ample, its 80-inch strip mill at the 
Gary Works broke a seven-year rec- 
ord (its own) by spewing out nearly 
289,000 tons of product in a month. 

For such reasons, although its share 
of total industry shipments has more 
or less steadily decreased in recent 
years, its share of total industry prof- 
its has dramatically increased. In 1959, 
for example, U.S. Steel shipped just 
26.1% of the industry’s output but 
took in 30.7% of its after-tax profits. 
In 1958, the recession notwithstanding, 
it shipped 28.4% of the tonnage but 
showed a handsome 38.3% of the net. 
In the first nine months of 1960, to 
show Big Steel in another light, it 
reported profits of 8.3c on every sales 
dollar while other integrated pro- 
ducers showed 5.7c on average. 

With its enormous resources, and 
its demonstrated gifts for making 
the most of them, U.S. Steel is thus 
today just what it was intended to 
be in 1901: the dominant factor in 
steel. In the 22-story gray granite 
headquarters at 71 Broadway in New 
York, other things appear the same as 
they must have been 60 years before. 
Its corporate public relations men still 
treat much of the company’s business 
as none of the public’s (to say nothing 
of stockholders’) concern. “We can’t 
discuss that for competitive reasons,” 
a Corporation PR man tends to say, 
though the information sought may 
be spread all over the public record. 

As in the first days of Morgan’s 
steel trust, a lawyer, Roger Miles 
Blough, presides over Big Steel's des- 


tinies. But there any resemblence 
between U.S. Steel then and now 
abruptly ends. It is a gross overstate- 
ment at this point in the industry’s 
history to say that steel is losing its 
mastery over all other materials. But 
there is increasing reason to wonder 
whether the master is losing its touch. 
For as 1961 began, Chairman Blough 
confronted a range of problems that 
might well have appalled the stern, 
cool Judge Gary. 

One such is overcapacity. This, to 
be sure, is an old problem. Yet not 
since depression days has the dimen- 
sion of the problem looked so big. 
Last year, for the third year in a 
row, the industry operated at sub- 
stantially less than 70% of its an- 
nual capacity of 149 million tons. In 
the third quarter of last year, only a 
bookkeeping device enabled U.S. Steel 
to cover its 75c dividend. Without 
U.S. Steel’s flexible practices in such 
matters as depreciation charges, seven 
out of nine other major producers 
failed to earn their dividends in the 
quarter. Operating rates in the fourth 
quarter had not notably improved. 

As Blough himself summed it up, 
speaking for the industry to a nation- 
wide television audience just a year 
ago: “Today the steel industry has 
the capacity to produce about 30 mil- 
lion more ingot tons of steel than it 
has ever been able to sell in the peak 
year of demand.” (In 1960, the in- 
dustry had 50 million tons of ca- 
pacity to spare.) Back in 1926, the 
year before Gary died, industry 
capacity was 63 million tons, only 
10 million above the then peak de- 
mand. 

The Quick & the Keen. Even more 
startling to Gary would be the com- 
petition Blough faces. To be sure, 
major steel producers still shy away 
from price competition almost as if 
the days of the “Gary Dinners,” when 
the Judge more or less literally set 
prices for everyone, were still with us. 


THE BASIC PROBLEM 
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But apart from price, competition 
is quick and keen as never before. 
Last fall, for example, after years of 
research, U.S. Steel scored a clean 
scoop on the industry with its intro- 
duction of a new extra-light tin- 
plate for food processors. Simple as 
it sounds, it was anything but that. 
Adaptation of container makers’ and 
food processors’ equipment to handle 
the new Ferrolite—to say nothing of 
Blough’s tinplate lines—is a subtle 
and time-consuming affair. It is un- 
derstandable, then, that Blough should 
report last month that “Ferrolite ship- 
ments are still relatively small.” 

The competition moved fast. Two 
other major competitors (Jones & 
Laughlin and Youngstown) last month 
announced their readiness to take 
quantity orders for their own extra- 
light tinplate. At least two others 
(Wheeling and National) are ex- 
pected to be ready by spring. 

Many another problem hangs over 
Blough and steel. There is the ever 
present threat of imported steel prod- 
ucts, which steelmen expect to grow 
as capacity expands abroad. There is 
the fact that, except for Kaiser Steel, 
no company in the industry has re- 
ported any progress toward an agree- 
ment with the United Steelworkers on 
means to avoid future strikes. There 
is, too, the constant anxiety over the 
high cost of replacing worn-out stee! 
facilities and the ever-present rumor 
of yet another government probe into 
the industry’s pricing policies. 

Of the lot, none holds more sweep- 
ing implications for steel masters than 
yet another problem—the growing 
success of other materials in taking 
away markets from steel. Even to- 
day, ironically, nothing else is so ver- 
satile as steel. By varying the amounts 
of carbon and introducing other al- 
loying elements as needed in other- 
wise pure iron, steelmen come up 
with literally thousands of variations 
on the same basic product—steel for 
bridges or ball bearings, barbed wire 
or bed springs, submarines or sardine 
cans, gas pipelines or hypodermics. 

Tightening Circle. But such versa- 
tility has largely gone for nought. In 
terms of absolute tonnage, total in- 
dustry production last year came to 
some 99 million tons, scarcely 3% 
above where it was in 1950. By con- 
trast, cement production climbed 40% 
in the past decade, aluminum 178%, 
plastics 181%. Thus, in relative terms, 
steel has actually been losing ground. 
It seems to be losing ground in such 
big tonnage markets as containers to 
plastic, glass, paper and (lately) alu- 
minum. It seems to be losing in con- 
struction to pre-stressed concrete and 
aluminum. It even seems to be los- 
ing, though not through any inherent 
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U.S. STEEL HOT STRIP MILL: 
in a time of change, just what does “capacity” mean? 


fault of its own, in auto making, its 
No. One market, where today’s com- 
pact cars use 10% to 25% less steel 
than standard sizes. 

These days, no steel market seems 
entirely safe from the restless snipers 
in aluminum. From England last year 
came word of research directed toward 
using aluminum for submarine hull 
plates. “If shipbuilding goes . . .,” 
one steelman blurted out in wonder, 
“my God! Nothing really is safe.” 

Except in the matter of inroads by 
competing materials, Blough radiates 
all the confidence any Yale Law 
School man can muster. This, as any 
Harvard man knows, is considerable. 
Is there excess capacity? Blough re- 
fuses to accept the word “excess.” 
“There is ample capacity,” says he, 
“and there should be.” But 30 mil- 
lion tons worth? Replies Blough firm- 
ly: “We are not out of line with this 
country’s need: 

Well, then, how bac was the news 
about rising sales of compact cars? 
“A Corvair is not a Cadillac,” he 
readily agrees, “but the difference be- 
tween 1.7 and 1.9 tons of steel per car 
is not as important as the difference 
between a 4.6 million and a 7 million 
car year.” 

The threat from aluminum, concrete 
and other materials, however, is a 
matter that Blough speaks about 
earnestly and at length. Among the 
“problem” areas he cites are structural 
steels, battling against concrete, and 
the inroads of aluminum into con- 
tainer and curtainwall markets. “The 
way I look at it,” he says, “every 
single product we make is vulnerable.” 

Counterattack. Even as he concedes 
this, however, Blough quickly and 
confidently insists upon steel’s ability 
to counterattack. “Take structurals,” 
he says. “If you increase the tensile 


strength of a steel beam from 33,000 
to 36,000 pounds per square inch, 
you've built almost a 10% advantage 
into the product. When we do that, 
we are becoming more competitive.” 

Steel’s recent success in crashing 
the soft drink market, once the ex- 
clusive preserve of glass makers, 
furnishes Blough with more ammuni- 
tion. “If every steel product is vul- 
nerable to competition,” he says, 
“every one of them also has a further 
potential for market penetration. 
Why, the ideas of men devoted to steel 
are just in their initial stages.” 

Not that all the minds at U.S. Steel 
are exclusively devoted to steel. Since 
1930, when it got into the cement busi- 
ness to utilize blast furnace slag, The 
Corporation’s Universal Atlas divi- 
sion has been a major factor in the 
industry. Its 32-million-barrel annual 
capacity makes it the fourth largest 
cement producer in the nation. In an- 
other vast aside, Blough’s National 
Tube division, biggest producer of 
steel pipe in the industry, has been 
turning out plastic pipe for years. 

Yet it is steel, of course, that gen- 
erates 85% or so of Big Steel’s sales 
(although certainly something less 
than 85% of its after-tax profits) 
Thus it is steel to which The Corpora- 
tion’s fortunes are primarily tied. As 
Blough sees it, steel’s battle to hold 
old markets, and find new ones, must 
be won or lost in the laboratory. “The 
key to future profits,” as he puts it, 
“is present research.” 

As the venerable steel industry 
measures such things, it was not until 
fairly recent times that Big Steel be- 
came conspicuously research-minded. 
Not until 1928, for example, did US. 
Steel operate a central research fa- 
cility. That same year, Armco Steel 
(which boasts a centralized labora- 





TESTING ALLOYS: 
from present research, future profits 


tory dating back to 1910) revolution- 
ized the industry with a continuous 
process for turning out wide sheet. 
Armco’s process started a trend that 
caught The Corporation flat-footed— 
toward light products (where U.S. 
Steel was then light) and away from 
heavy steels (where it was heavy). 

By the advent of World War II, U.S. 
Steel research had already made a 
major payoff with an efficient process 
for electro-tinning steel sheets—a 
vital contribution to a nation des- 
perately short of tin. 

Since the war, The Corporation has 
moved even faster. Outsiders will 
never know, unless U.S. Steel changes 
its mind about such things, what por- 
tion of the more than $4 billion in 
capital expenditures it has made since 
1945 (nearly one third of total in- 
dustry outlays) went into building 
and completely equipping the five 
handsome brick and steel laboratories 
which make up its basic and applied 
central research complex at Monroe- 
ville, Pa., just east of Pittsburgh. Nor 
will anyone know how close are the 
guesses that U.S. Steel budgets up- 
wards of $80 million a year to pay the 
1,100-man staff at Monroeville, the 
world’s largest steel research center, 
and cover the other costs of its total 
research program. 

But any outsider can easily judge 
the results. As last year’s introduc- 
tion of Ferrolite tinplate shows, its 
product-oriented efforts are paying 
off. Another conspicuous achieve- 
ment is “T-1” steel, a remarkably 
versatile alloy (three times the 
strength of ordinary carbon steel) 
which cuts weight, hence saves mon- 
ey, in a host of things ranging from 
truck frames to missile launchers. 

Typical of most steel industry re- 
search programs, The Corporation 
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probably spends even more heavily 
in researching basic steelmaking 
processes—ore preparation, blast fur- 
nace and open-hearth practice—than 
it does on product development as 
such. And here, too, Big Steel has been 
getting results. Though most of its op- 
erating costs are up sharply (hourly 
wage costs have more than doubled 
since 1950), its pretax profits, before 
depreciation, have more than held 
their own as a percent of sales. 

Nevertheless, a steady flow of prod- 
uct ideas is the only way to keep up 
with fast-moving developments in 
plastics and aluminum, to name just 
two. Necessarily (industry critics 
might say “at long last”), this has led 
Blough’s scientists to probe deeper 
into the fundamental metallurgical 
mysteries of steel. Among the essen- 
tial tools is an electron microscope, 
at Monroeville, which magnifies on a 
scale that would blow up a penny to 
nearly a three-mile width. “We've al- 
ways had specialty steels,’ says 
Blough, “but they’re going to become 
even more specialized. You can’t turn 
them out being a blacksmith.” 

Steel Semantics. The changes that 
research is bringing to steel reach 
even to the real meaning of the very 
words steelmen use. In an industry 
geared from its birth to think in terms 
of “capacity,” what does “capacity” 
really mean these days? Take a struc- 
tural mill at U.S. Steel’s South Works, 
near Chicago. Its rated annual “ca- 
pacity” is 713,000 tons of product 
using 33,000 psi carbon steel. But at 
what rate is it working if it turns out 
640,000 tons of 36,000 psi carbon steel 
structurals—which may support ex- 
actly the same load, carry a higher 
price tag and produce a fatter profit? 

What, for that matter, does “prod- 
uct” mean? “Take wire,” says Blough. 
“We make fence wire, a tonnage item. 
We’re also working on wire in our 


lab that’s finer than a human hair but 
still has extraordinarily high tensile 
strength.” Both products, Blough 
points out, are “wire products.” But 
one is produced in tons and priced in 
cents per pound. The other, if and 
when it develops, could conceivably 
be produced in pounds and priced in 
dollars per foot. 

What, finally, is steel itself? Just 
steel? Well, not quite. For years, 
Blough’s mills have been turning out 
aluminum-coated steel sheets. (For 
years, too, his network of steel ware- 
houses has stocked aluminum mill 
products.) Another promising coat- 
ing material is vinyl. “Look there!” 
says Blough, gesturing toward one ex- 
ample, a vinyl-coated steel housing 
for a TV receiver in the board room 
of his New York headquarters. “I 
don’t know where else that product 
can go. We hope it has application in 
automobile interiors.” 

For such reasons, Blough says, 
“there has been a change in the char- 
acter of steel tonnages. The thing 
you've got to think in terms of is 
sales and profits to pay your workers 
and pay your dividends.” And there, 
precisely, is the great unknown. One 
can provisionally assume, given steel’s 
historic role in the economy, that 
steel can hold its own in the battle for 
markets. Once again, perhaps, it can 
keep pace with the economy as a 
whole—if not in tonnages, as Blough 
cautions, then in some other way. But 
it is not so easy to assume that steel 
will thereby automatically regain the 
profit-making power the industry dis- 
played in what now seem like the 
good old days between 1955 and 
1957. 

The best year ever in the case of 
U.S. Steel was 1957, when sales ($4.4 
billion), after-tax profits ($419.4 mil- 
lion) and earnings per share ($7.33) 
all soared to record highs. Last spring, 
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Pacemaker of the industry though it is in virtually all other respects, 
U.S. Steel trails somewhat in two key measures of corporate efficiency: cash 
flow per dollar of sales, and net profit per dollar of stockholders’ equity. 

Here, based on average results through the fat and lean years from 


1955 through 1959, is how the eight largest producers stand on each 
crucial count: 
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before business turned from brisk to 
dreadful, Blough had thought that 
1960 might well turn out to be “the 
best ‘normal’ year we ever had.” 
Year-end estimates put The Corpora- 
tion’s sales for 1960 well under $4 
billion with earnings under $5 per 
share. If so, then normality may not 
be the stuff on which growth is made. 

Blough himself refuses to do any 
forecasting. “Ill say this, though: 
steel, in my view, is not being re- 
placed by anything.” Having made 
his case for research, Blough is con- 
tent to let results speak for them- 
selves. 

Flexible Finances. Yet in U.S. Steel's 
case, it is not always easy to know 
how good the results really are. For 
of all the major steel companies, none 
enjoys rnore latitude than Big Steel 
in determining what it will show as 
profit at the end of the year. 

There are, to take just one small 
example, its railroad subsidiaries. 
Since it controls them, U.S. Steel de- 
termines how much of their earned 
cash will flow to the parent company 
in the form of dividends. In 1957, for 
example, the Bessemer & Lake Erie 
road reported a net profit of $6.9 mil- 
lion to the Interstate Commerce Com- 
mission. It paid out $5.4 million in 
dividends that year, almost all of 
which passed directly into, and 
promptly got lost within, U.S. Steel’s 
record total cash flow that year. But 
in 1959, a strike year in which even 
The Corporation was anxious about 
small change, Bessemer & Lake Erie 
actually paid out more in dividends 
($3.4 million) than it reported as 
earnings ($2.8 million). 

None of the five other railroad sub- 
sidiaries reporting to the ICC seems 
to give U.S. Steel that much in earn- 
ings to work with, but The Corpora- 


tion finds far greater flexibility else- 
where. Consider what can happen 
when its finance committee, presid- 
ed over by Chairman Robert C. Tyson, 
decides what to do about funding its 
various pension plans. In the reces- 
sion year of 1958, U.S. Steel paid out 
of income $97 million less into one of 
its pension funds than it might nor- 
mally have. Using its discretionary 
powers in the matter, the board of di- 
rectors, on the suggestion of the fi- 
nance committee, had decided to make 
no payment in the first three quarters 
of that year. Had it not so decided, 
U.S. Steel’s net per share would have 
been cut by about 87c. Thus, where 
U.S. Steel showed earnings of $5.13 
per share in 1958, it could just as 
easily have showed $4.26 or so—with- 
out reflecting the slightest real differ- 
ence in its earning power that year. 

Still another big variable is the 
flexibility The Corporation allows it- 
self in charging off depreciation. Since 
it considers tax laws grossly in- 
adequate in this matter, The Cor- 
poration ties its write-offs to its op- 
erating rate. As steelmaking rates go 
above 70%, it accelerates depreciation 
charges against income. As rates fall, 
write-offs fall too. 

Thus in the first quarter of 1960, 
operating at 94% of rated capacity, 
Blough deducted $74.5 million from 
operating profits for “wear and ex- 
haustion.” But in the third quarter, 
operating at 48% of capacity, he 
charged off only $34.7 million. This, 
after he had taken back $13.5 million 
of the first-quarter depreciation 
charges and passed it into third- 
quarter income. Without that shift, 
and without lower depreciation charges 
to start with, U.S. Steel would have 
reported a net of something like 60c 
per share in the third quarter. But, 


BLAST FURNACES AT THE FAIRLESS WORKS: 
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thanks to these devices, it was able 
to report 85c in earnings, and thus 
nicely cover its quarterly dividend 
with 10c to spare. 

Small wonder, then, that one of the 
most knowledgeable of steel industry 
analysts threw up his hands in des- 
pair last month trying to guess what 
U.S. Steel earned in 1960. “At this 
stage of the game,” said he, “if I 
couldn’t estimate within two cents 
what any other major steel company 
will show in its annual report—Beth- 
lehem, Armco, you name it—I’d be 
ashamed of myself. But with US. 
Steel, if I miss by half a dollar, I just 
say to myself, ‘What the hell!’” 

Yet such leeway is, in an important 
sense, of considerable value to U‘S. 
Steel’s 320,000 stockholders. For it 
enables The Corporation to present 
far more stable results from year to 
year than the ups and downs of the 
industry permit most other steel- 
makers to do. “Ah, The Corporation!” 
sighs the genial financial vice presi- 
dent of a major competitor. “With the 
flexibility they’ve got, they never 
have to show a return on sales that 
runs better than 10% or worse than 
6%. There’s nobody like them.” 

And that, after all is said and done, 
is the simple truth. From the day the 
State of New Jersey affixed its seal 
to U.S. Steel’s charter in February 
1901, there has never been an- 
other steel company like The Cor- 
poration. And if any major steel com- 
pany is likely to be reporting profit 
margins near 10° in the yéars ahead, 
that company is most likely to be 
United States Steel. 
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MEAT PACKERS 


CYCLICAL VICTIMS 


Des all that the meat 

packers have done to re- 

organize themselves, industry 

profits are still decided by 

the cyclical swings in live- 
stock prices. 





For morE years than they care to re- 
member, ‘the nation’s meat packers 
have promised Wall Street and in- 
vestors that good and stable profits 
were just around the corner. The 
industry, in short, professed to be 
mending its errant ways. And none 
too soon. For the meat packers have 
chronically suffered from some of 
the lowest and most erratic earnings 
in all of U.S. business. 

But last month, as the industry 
reported results for its 1960 fiscal 
year (ended Oct. 29), it was clear 
that the more things change in the 
meat packing business the more they 
remain the same (see chart). At 
bottom the packers’ highly leveraged 
earnings are still decided by the same 
old basic factor: the supply and price 
of livestock. 


Tougher Cut. All five major meat 
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FRESH HAMS READY FOR CURING PROCESS: 


packers reported sharply reduced 
earnings on their meat packing oper- 
ations. The only really bright spot 
in an otherwise lean year was Ar- 
mour. Thanks to its Chemical In- 
dustries, Armour’s profits rose 15.3% 
to $16.2 million on sales of $1.7 billion. 

Yet the industry has tried to im- 
prove its long-ailing profit margins. 
Wilson, for example, has relentlessly 
closed down unprofitable packing 
plants and regularly introduced new, 
higher-margined processed meat 
products. So have Swift and Armour. 
Cudahy expects its efficient new Oma- 
ha plant to bring big savings. Mor- 
rell’s main tactic has been to snap up 
small packers close to the consumer. 
“But,” admits Armour Vice Presi- 
dent Edward J. McAdams, “we are 
still hurt by the swings in hog re- 
ceipts.” And even though Armour has 
trimmed excess capacity some 20%, 
President William Wood Prince admits 
that “this alone has not been enough 
to return a satisfactory net on the 
capital employed in the fresh meat 
division.” 

Whole Hog. Just how wild those 
swings in the hog cycle can be was 
evident last year. Early in 1960, hogs 
were cheap and plentiful, retail pork 
prices favorable and packing profits 
good. But that tempted the packers 
to overreach themselves, and they 
built up heavy inventories. In all, 
between December 1959 and May 
1960, cold storage pork supplies rose 
46.2% to 386 million pounds. 

By May the whole economics of the 
industry had changed. Hog prices 
jumped, and the meat packers found 
themselves in a whipsaw situation. 
Overburdened with inventory, the in- 
dustry simply could not pass along 
its increased costs to consumers. Thus 
by October pork prices to retailers 
had risen 26.5%, but the price the 
packers paid for hogs had risen 52.3%. 
“This may seem an unusual state of 


still lacking: a cure for ailing profits 


affairs,” says Armour’s McAdams, 
“but it’s really pretty normal in the 
meat packing industry.” 

The consequences were neatly 
summed up by Swift’s President Por- 
ter Jarvis. Said he: “We were hard 
hit as wholesale meat prices failed to 
keep up with the rising hog market.” 

Beef’s Beef. The packers had no bet- 
ter luck with beef last year. Says 
Edward A. Cudahy, chairman of 
Cudahy Packing: “Despite an increase 
of 11% in commercial slaughter of 
cattle, we experienced a worsening 
of the already unsatisfactory margins 
on beef.” Translated, it meant sim- 
ply that Cudahy and its rivals again 
lost money on beef operations. 

As of now, the situation has not 
gotten any better. Says Hugo Slotkin, 
chairman of Hygrade Food Products: 
“We are not, either as a company or 
an industry, enjoying a good first 
quarter.” 


INDUSTRY 


SECOND INCOME 


Recession played hob with 

_ corporate profits last year. 

But it had little effect on in- 

dustry’s working income— 
its cash flow. 


CorPORATE income was definitely off 
last year, making sad reading for 
stockholders. It fell, by preliminary 
estimate, from $23.8 billion to $23.3 
billion net after taxes. But one thing 
did not fall: industry’s real working 
income, its all-important cash flow 
(net income plus depreciation, deple- 
tion and amortization). Thanks to a 
rising tide of depreciation, a sort of 
second income, industry’s total cash 
flow remained remarkably steady at 
about $46 billion. 
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A decade ago, when corporate profits 
virtually equaled last year’s level, in- 
dustry had no such bolster. That year, 
industry’s throwoff from depreciation 
totaled just $7.8 billion. Thus, industry 
was left with a good $15 billion less in 
cash to work with than it had last 
year. 

To be sure, last year’s $46-billion 
cash flow was not all uncommitted 
money. Out of it, U.S. corporations 
ladled a record $14 billion in divi- 
dends, leaving some $32 billion avail- 
able for additions to working capital 
and for plant expansion. 

Considering industry’s $35.7-billion 
bill for capital outlays last year, it 
was none too much. Instead, the $3.7- 
billion difference between industry’s 
income and outgo had to be filled by 
new financing. 

The continued lusty flow of cash 
into corporate coffers was reassuring 
news for stockholders. With earn- 
ings static, dividends were apt to be 
static too. But some companies, find- 
ing that they were accumulating cash 
faster than they could profitably use 
it, boosted their dividends. For the 
rest, the ample cash flow provided a 
cushion for otherwise vulnerable 
dividends—as it did last year in the 
steel industry. 


PACK AGING 


STRICT DIET 


Bill Walters’ first command 

when he took over at Dia- 

mond National was: “Sto 

growing.” Now the big pack- 

ager is back on the profits 
track. 





Wuen William H. Walters took over 
as president of Diamond National 
Corp.* in 1959, Diamond’s corporate 
weaknesses were all too apparent. In 
five years of helter-skelter diversi- 
fication intd paper products packaging 
(and two corporate name changes in 
two years), Diamond’s sales nearly 
doubled. But earnings were going 
exactly nowhere. They were $1.99 in 
1958 vs. $1.98 in 1953. “It did not take 
me long to realize,” says Walters, 
“that something had to stop. We had 
to stop growing.” 

Walters immediately set out to 
apply that somewhat heretical doc- 
trine. Diamond National had spent 
$67 million in four years on new plant 
prior to Walters’ taking over. He 
immediately pared Diamond’s 1960 

*Diamond National Corp. Traded NYSE. 
Recent price: 41. Price range (1960-61) : high, 

; low, 29%. Dividend (1960): $1.60. 
dicated 1961 payout: $1.60. Ea Ss per share 


pe 
(1959) : $2.15. Total assets: $179 million. Ticker 
symbol: DN. 
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DIAMOND NATIONAL’S WALTERS: 
“we to stop growing” 


capital outlays to $6.5 million and 
spent most of that amount on more 
efficient machinery, rather than new 
plant. The depreciated value of the 
company’s plant in 1960 actually 
dropped $3 million to $74 million. 

When he took over, Walters was 
given a free hand. A printer by trade, 
Walters headed U.S. Printing & Litho- 
graph Co. until it merged with 
Diamond National in 1959. With 
other U.S. Printing executives now 
holding key jobs at Diamond, Walters 
says, “Diamond National was buying 
management in that deal as much 
as anything else.” 

$5 Million Cut. In his first full year 
on the job, Walters cut $5 million 
out of Diamond National’s overhead. 
And no small part of it came from the 
executive suite. No respecter of ex- 
ecutive prerogatives, Walters sold 
four of the company’s six airplanes. 
Says he: “You do not have to be a 
genius to save money when there is 
that kind of waste going on.” 

Walters went still further. Within 
arm’s reach now in his mid-Manhattan 
office are yellow-paged workbooks 
that tell the production schedule and 
the cost of operating every machine 
in Diamond National’s 41 plants. 
“When I first took over I could not 
even find out how much some of our 
products cost,” says he. 

Walters estimates his “drastic re- 
organization” was worth some 20c a 
share to stockholders in 1960. But 
that only partly accounts for the 25% 
rise in profits (to $2.70 a share) on a 
mere 6% rise in sales (to $240 million) 
that Walters reported last month. 

The Complete Package. To deliver 
Diamond National’s best year since 
1956, Walters had to make his basic 
products (paperboard, molded pulp 
and packaging account for 70% of 
sales now) more profitable. U.S. 
Printing’s considerable talents in 
making high-profit labels and adver- 


tising material provided a way out. 
Once, for instance, Diamond National 
had been able to sell Schaefer Beer 
carry-home cartons only. In 1960 it 
supplied Schaefer with just about 
everything but the beer and the bot- 
tles. Along with the cartons, now go 
labels, store display stands and plac- 
ards and even huge billboard adver- 
tising posters. 

All in all, Diamond National made 
no more paperboard in 1960 than it 
did in 1959 (150,000 tons in both 
years). Walters just turned it to more 
profitable uses. “We measure it now 
by the number of packages or posters 
we can sell,” says he. 

Walters is the first to concede that 
his first full year on the job was sim- 
ple in many respects. The problems, 
says he, were all too apparent. “Re- 
member,” he adds, “that our 1960 re- 
sults only represent a comeback from 
two very bad years.” For all this, 
Walters sees little reason why he can- 
not keep it up. “After all,” says he, 
“no one is as well integrated in our 
field as we are. We have everything 
from the trees to a complete line of 
products for any merchandising pro- 
gram.” 

Furthermore, Diamond National, 
says Walters, will even start expand- 
ing again, but the route will be better- 
planned. In need of more printing 
facilities, Walters recently acquired a 
small ($10-million sales) New Eng- 
land company. Right now Walters is 
also thinking about diversifying into 
printing inks or chemicals. Just 
thinking, though. For Bill Walters 
is still concentrating on making what 
he has work. 
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BOND MARKET 


INNOCENT 
BYSTANDERS 


The so-called “flight from 

the dollar” has created an 

unusual situation in a seg- 

ment of the international 
bond market. 


Ever since the bond market turned 
upward early last year, 5% yields on 
top-quality bonds have been hard to 
find. But as of late last month one 
small group of good quality bonds 
was still selling at prices to yield be- 
tween 5% and 6%. These were the 
dollar bonds issued by foreign gov- 
ernments in recent years and payable 
in dollars. Since last September, these 
issues have been dropping slowly but 
fairly steadily (see table). The Aus- 
tralian 5%s of 1980, for example, were 
down five points and now yielded 
5.4%. Japan’s 5%s of 1974 were down 
some four points and their yield was 
up to 6%. 

What had happened to this group of 
relatively high quality bonds? Says 
one veteran international bond man: 
“They’re victims of the flight from the 





Name Coupon 
Amsterdam 5s 
Australia 5% 
Australia 5 


Maturity 


1973 
1980 
1978 


Belgium 5% 
Canada 2% 
Denmark 5% 


1972 
1975 
1974 


Germany 5% 
High Auth. 5% 
Jopan 5% 


1969 
1975 
1974 


KLM (cv.) 4% 
N. Zealand 5 
Norway 5% 
So. Italy 52 


1979 
1970 
1973 
1974 


2% 1965-70 
3% 1978-83 


5 1983 
5% 1989 
4\2 1983 


3M 1979 
4% 1983 
7 1983 





FOREIGN GOVERNMENT DOLLAR BONDS 


The declining popularity of the U.S. dollar abroad has created a minor 
bear market in bonds issued by foreign governments but payable in dol- 
lars. Thus, at a time when most interest rates had been easing, the 
effective yields on such foreign dollar issues had actually risen. 


U.S. GOVERNMENT ISSUES 


HIGH GRADE U.S. CORPORATES 


dollar.” He goes on to explain that if 
foreigners expect the U.S. dollar is 
going to be devalued, they are less 
interested in bonds payable in dollars. 
“Enough foreign holders of these 
bonds,” says he, “have been selling to 
depress the prices.” 

That this analysis is probably cor- 
rect was clear from a comparison of 
yields on dollar bonds and non-dollar 
debt of the same issuers. Normally 
the dollar bonds have commanded a 
premium, both because of their con- 
vertibility and the fact that, unlike 
internal debt, they are not liable to 
income tax at the source. But the 
premiums have mainly disappeared. 
For example, Australian bonds pay- 
able in local currency now yield about 
the same as Australian bonds payable 
in dollars—in spite of the tax ad- 
vantages inherent in the dollar bonds. 
And whereas Danish bonds payable 
in Swiss francs now yield only 4.4%, 
Danish bonds payable in dollars now 
return around 5.5%. 

All of which tends to bolster the 
belief that the declines in prices of 
these dollar bonds have not been so 
much a result of any decline in the 
credit of the issuing countries. Rather 
it is a consequence of the reduced in- 
ternational status of the dollar. 


Price Current 
1/12/61 Yield 
1032 101% 5.19% 
102% 97% 5.39 
102% 96 5.21 
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105 10442 
842 812 
1005¢ 


5.26 
3.37 
5.47 


103 101% 
103Ve 10034 
95Ve 91% 


5.43 
5.50 
6.03 


1022 95% 
103 100%. 
1002 98%. 
102 97 


4.95 
5.45 
5.31 
5.67 


90-18/32 
91-30/32 


89-2/32 
90-20/32 


106% 
105% 
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89% 


104% 
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FOOD CHAINS 


NEW 
PRESCRIPTION 


With growth in food retail- 

ing ing down, Kroger 

Co. aims to try a new for- 
mula: drug _ retailing. 





IN THEIR search for better profits, the 
U.S.’ big food chains have put their 
spare cash to work in such things as 
real estate, discount houses and spe- 
cialty departments. One who did not 
is Joseph B. Hall, president of the 
Midwest's Kroger Co.,* third ranking 
U.S. food chain (1960 sales: $1.9 bil- 
lion). Hall wanted to put his rapidly 
growing pile of cash and securities 
(latest tally: $60 million) to work. 
But he could not decide just where to 
do it. 

First Dose. Late last year, Hall final- 
ly made up his mind to try drug re- 
tailing. Reaching a long arm into the 
East, he plucked up New Jersey’s 
small (seven stores) Sav-On-Drugs, 
Inc., a self-service retail drug chain. 
But his principal interest was not the 
stores themselves. It was the man 
who ran them—old-time Walgreen 
Merchandiser James Herring. “We 
wanted the man,” says Hall. “We had 
to take the drug stores where they 
were. I wish they had been in the 
Midwest.” 

Taking charge of Kroger’s new 
drug division, Herring is due to re- 
port to Hall sometime this month on 
how and where Kroger can make a 
dent in the highly competitive (but 
more profitable) retail drug field. 

Hall has a real incentive to spread 
out into drug retailing. Kroger’s years 
of rapid expansion in the food busi- 
ness seem just about over. Time was 
when Hall was regularly opening 140 
new supermarkets a year; of late the 
number has dropped to 80 or 85. This 
building program has largely been 
financed out of Kroger earnings. Its 
decline left Hall with increasing 
amounts of cash for investment else- 
where. 

Fluid Plans. There is still more in- 
centive in the current pressure on the 
food chains’ already-thin profit mar- 
gins (1c to 1.4c on each sales dollar). 
Until now, rapid gains in volume have 
tended to offset this pressure. But 
now Kroger’s boss is intent on pro- 
moting new business that is inherent- 
ly more profitable than food. Says 
Hall, whose plans for retailing drugs 
are still fluid: “It looks promising.” 


*Kroger Co. Traded NYSE. Recent price: 
31%. Price range (1960-61): high, 3634; low, 
2534. Dividend (1960): $1.10. Indicated 1961 

yout: $1.10. rnings per share (1959): 
$2.06. Total assets: $346.2 million. Ticker sym- 
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PLASTICS 


STRANGE SHAPES 


With output of the major 
plastics running three to five 
years ahead of their markets, 
it takes real skill to make the 
industry’s big investments 


pay. 


It woutp be hard to imagine a situa- 
tion with more long-range promise, 
and short-range frustration, than con- 
fronts U.S. plastics producers these 
days. While industrial production 
generally was drifting last year, plas- 
tics output rose to a record 6 billion 
pounds. Yet this triumph was over- 
shadowed by two thorny realities: 
soaring capacity, and falling prices. 

Plenty to Spare. There are three 
really big plastic materials, which to- 
gether account for some 60° of all 
U.S. plastics volume: polyethylene 
(1960 output: 1.3 billion pounds), 
vinyl (1.2 billion pounds) and poly- 
styrene (about 1 billion pounds). All 
three are in oversupply. As 1961 
began, polyethylene and polystyrene 
producers were operating at about 
75% of capacity, vinyl producers at 
only about 65%. 

That, however, is just the beginning 
of the plastics producers’ problems: 
more new capacity keeps coming into 
production. Polyethylene capacity, 
for instance, is expected to reach 2 
billion pounds in 1961. What’s more, 
half of all the available capacity in 
high-density polyethylene, the most 
rapidly growing type, is idle waiting 
for the market to catch up. 


Polyethylene also faces potentially 
serious foreign competition. It is not 
coming from imports such as already 
plague vinyl producers, but from 
foreign facilities which threaten to 
take over the export markets where 
U.S. producers now sell some 300 mil- 
lion pounds of polyethylene a year. 

Under Pressure. As a result, “offi- 
cial” prices of each of the big three 
plastics declined by 18% to 21% in 
1960. But that was just the beginning 
of the damage. Deals and discounts 
to plastics customers flourished, as 
usual, in the softening market. 

The sharpest single price drop was 
last summer’s 5 cent decline in low- 
density polyethylene, which at one 
blow knocked $50 million off pro- 
ducers’ operating margins. Late in 
the year, general-purpose polystyrene 
came under pressure, was cut some 
3.5c a pound. Dow, the largest pro- 
ducer, tried to repair the damage by 
posting a lc increase effective Jan- 
uary 1, but was forced to retreat again 
when Monsanto, the second largest 
producer, refused to go along. As 
for vinyl, prices not only fell some 5c 
a pound in 1960, but ended the year 
so soft that a Dow sales executive 
remarked: “I don’t see how it could 
get much weaker.” 

As a result, profits of all the major 
producers have been hard hit. Thus 
Dow, whose plastics sales total an 
estimated $200 million, expects to 
report a sharp fall in earnings for 
its November fiscal quarter, and 
Chairman Carl A. Gerstacker attrib- 
utes much of the damage to his plas- 
tics business. Similarly, B.F. Good- 
rich, probably the U.S.’ largest vinyl 
producer, is expected to report for 


PLASTICS INDUSTRY’S HOME OF THE FUTURE: 
the production capacity arrived long before the need 
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POLYETHYLENE WATER CHAISE: 
2 billion pounds by 62 


1960 its lowest per share earnings in 
a decade. 

To be sure, Goodrich’s earnings are 
even more dependent on the competi- 
tion-swept tire and rubber business 
than on plastics. But no such un- 
certainty applies to National Distillers 
& Chemical, which for the moment 
is paying dearly for its proud posi- 
tion as the second largest U.S. pro- 
ducer of polyethylene. Last sum- 
mer’s 5c cut in that commodity, oc- 
curring just before National opened 
a major new 100-million-pound pro- 
duction unit, brought a 23% drop in 
the company’s third-quarter earnings 
last year. Since Chairman John Bier- 
wirth has stated that his liquor busi- 
ness was running well ahead of the 
previous vear’s, the damage plainly 
came in National Distillers’ plastics 
divisions. 

Winners & Losers. Yet some pro- 
ducers, nonetheless, continue to make 
money on plastics. One way is to de- 
velop a specialty, preferably protected 
by a strong patent position or unusual 
production techniques that discourage 
a competitive free-for-all. A good 
example is du Pont’s Teflon. The 
acrylic plastics, notably du Pont’s 
Lucite and Rohm & Haas’ Plexiglas, 
is another. American Cyanamid’s 
melamine resin, widely used in plas- 
tic dinnerware, is a third. To be sure, 
tonnages in each of these plastics 
range from small to tiny in compari- 
son with the billion-pound plastics. 
But, as yet, prices on such specialty 
plastics have shown no sinking spells 
—itself a guarantee of adequate re- 
turn on investment. 

Oddly enough, though, the U.S.’ 
biggest plastics producer, Union Car- 
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PLASTIC MATERIAL 


Polyethylene (low density) 


1955 
41.0¢ 


Polyethylene (high density) _ 
Vinyl 

Polystyrene (general purpose) 
Phenolic 


35.0 
29.0 
19.2 








PRICE SQUEEZE IN PLASTICS 


Repeated price cuts have hit three of the four biggest selling 
plastics since 1955—climaxing last year in the greatest percentage 
decreases of all. Only the phenolics (e.g., Bakelite), oldest of the 
modern plastics, were able to hold the price line last year. 


Source: Modern Plastics 


PRICE PER POUND 
19560 9ST 1958 
41.0¢ 35.0¢ 35.0¢ 
_ 470 = 43.0 
320 900 23.5 
27.5 25.0 24.3 
20.2 21.2 19.2 


1959 


32.5¢ 
35.0 
23.5 
21.5 
19.2 


1960 
26.0¢ 
35.0 
18.5 
17-18 
21.0 
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bide, has taken no such punishment. 
Yet nearly all its plastics sales (some 
$300 million last year) involve the 
biggest poundage plastics—polyethyl- 
ene (of which it is No. One producer), 
vinyl, polystyrene ahd phenolic. In 
fact, Carbide paradoxically shows 
every sign of continuing to make a 
reasonable return on its plastics. De- 
spite the depressed state of its impor- 
tant alloys business, its over-all net 
declined only moderately last year. 
That would have been impossible if 
its plastics operation, some 20% of 
total sales, were in a nose dive. 

Special Case. How has Carbide 
turned the trick? As explained by 
R.K. (“Check”) Turner, president of 
Union Carbide Plastics Co., there are 
several reasons. 

One is Carbide’s strong position as 
a basic chemical producer. Since it 
is integrated right back to the raw 
materials from which its plastics are 
made, it can search for crucial tenth- 
of-a-cent cost savings anywhere along 
the production chain. “In vinyl,” says 
Turner, by way of example, “you must 
be integrated to the lowest possible 
position on your raw materials, and 
preferably to a special position on at 
least one of those raw materials.” 

Second is Carbide’s early start in 
the big volume plastics. It was the 
first producer of vinyl and of the 
phenolic plastics, and it was the first 
volume producer of polyethylene. 
That is important because it usually 
costs less than half as much to ex- 
pand capacity at an established plant 
than it costs to build the same amount 
of new capacity from scratch. “If it 
weren't for that,” says Turner, “we 
wouldn't be able to absorb our share 
of the $75-million cut in polyethylene 
prices in the last year or so.” 

Life Begins at 50. A third element 
in Carbide’s plastics strength last year 
was sheer luck—if that phrase can 
be applied to a plastic the company 
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introduced a full 50 years ago. The 
oldest of the modern plastics are the 
phenolics, first marketed as Bakelite 
in 1910. The phenolics went through 
the savage price wars now afflicting 
the newcomers a decade back, have 
been widely regarded since as “ma- 
ture” (i.e., growth-limited). Yet in 
1960 the phenolics, aided by slight 
price increases and the development 
of new heat-resistant types, yielded 
a better return to producers than 
many of the other major plastics. 
Carbide’s enviable position was 
evidenced last month by a casual ex- 
change between Carbide’s Turner and 
a friend from Hooker Chemical Corp., 
which contends with Carbide for the 
No. One spot in phenolics. Remarked 
the Hooker man: “Aren’t you glad 
you’re in phenolics?” Replied Tur- 
ner feelingly: “You’re damn right I 


ND&C’s BIERWIRTH: 
the cost was considerable 


BIG DEBITS, 
BIGGER CREDITS 


If the Federal government 

kept its books like a corpora- 

tion, its creditors would find 
it strapped but solvent. 


To rts 180 million “shareowners,” the 
Federal government issued its own 
version of a corporate balance sheet 
last month. It was a reassuring one. 
For our huge national debt notwith- 
standing, there were ample corre- 
sponding assets to keep the nation 
quite solvent. 

The all-important asset side of the 
Federal balance sheet showed up last 
month in the form of an inventory 
report issued by the House Committee 
on Government Operations. As of 
June 30, 1960, it showed, the Federal 
government owned real and personal 
property valued on the books at $276 
billion. That alone is almost a match 
for our total national debt of $286 
billion. Not listed: current assets, 
investments and the good will of all 
of us. 

Uncle Sam, it turns out, is quite a 
cautious fellow in arriving at his book 
values. Some of his enormous real- 
estate holdings (779 million acres) 
are carried at century-old acquisition 
costs instead of current market values. 
Thus the 18-acre White House 
grounds are valued at just $1,000. The 
Military Academy at West Point 
(16,011 acres) is carried at less than 
$70 million, against estimated market 
value today of $141 million. 

Moreover, Uncle Sam’s books put 
no price tags whatever on many of 
the fabulous treasures in the Smith- 
sonian Institution, the Library of Con- 
gress and other archives. “It is im- 
possible,” said Committee Chairman 
William L. Dawson of Illinois, “to 
place a realistic value on these prop- 
erties because of their patriotic or 
sentimental, rather than intrinsic, 
value.” 

But caution also extends to things 
which, sentiment aside, also have con- 
siderable intrinsic value. Some months 
ago, for example, the famous Hope 
Diamond was donated to the Govern- 
ment. It is valued at figures ranging 
from $200,000 to $2 million, but it is 
not counted among Uncle Sam’s assets 
at all. 

An intrinsic book value is set, how- 
ever, on another asset of truly in- 
calculable value. This is the $162 bil- 
lion worth of real and personal prop- 
erty carried in the accounts of the 
Department of Defense. 
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expanding in fertilizers ...a growth industry 


Fertilizer consumption in the United States is up 
88% in 15 years—from 13,466,000 to 25,313,000 
tons. 

In the same 15 years, consumption in the 16 central 
states increased almost 140% —from 4,607,000 to 
11,009,000 tons. This is the primary market for 
National Distillers and Chemical Corporation’s fer- 
tilizer chemicals—ammonia, nitrogen solutions and 
sulfuric and phosphoric acids manufactured at 
U. S. I. division plants in Illinois, lowa and Kansas. 
Now National has taken an important forward step 
in integrating its fertilizer operations by merger 


©|@ 


THE COMPANY WITH THE FIVE 


with Federal Chemical Company. Federal is a 76- 
year-old mixed fertilizer manufacturer with six 
modern plants in Kentucky, Tennessee, Illinois, 
Indiana and Ohio, heart of the mid-west farm belt. 


Another recent National Distillers acquisition is 
Minnesota Liquid Fertilizer Company which dis- 
tributes anhydrous ammonia through 32 stations 
in Minnesota. 

National Distillers’ progress in the expanding fer- 
tilizer field is part and parcel of its substantial 
growth in industrial chemicals, special metals and 
plastics. 


NATIONAL DISTILLERS and CHEMICAL CORPORATION 


NEW YORK 16, N. Y. 
I+IDUSTRY FUTURE 


LIQUORS + INDUSTRIAL CHEMICALS + PLASTICS + FERTILIZER CHEMICALS + SPECIAL METALS 
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PRESIDENT’S REPORT 


FROM NORTHERN STATES POWER COMPANY 
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Owned by 77,900 shareholders, and serving over 600 communities in Minnesota, No. Dakota, So. Dakota, and Wisconsin 





Population increases in NSP's major service areas 
reflect industrial growth of Upper Midwest 


The 1960 cencus shows that the popu- 
lation in the St. Paul—Minneapolis area 
(accounting for 57.5% of Northern States 
Power Company's gross revenue) rose 
24.1% between 1950 and 1959...contrasted 
to the national increase of 18.4%. 


Population increases in other key NSP 
headquarter cities ranged from 18.5% 
to 37.4%. 


Significantly, counties serviced by 
NSP in our four—state area had an 
average increase of 14.5%. Counties not 
served by us had only a 10.5% increase. 

The definite growth in urban popula— 
tion, we believe, reflects the growing 
industrialization of the Upper Midwest. 

In 1939, for example, the total 
income from manufacturing exceeded 
agricultural income by only 200 million 
dollars in our Upper Midwest states, 
(Minnesota, Wisconsin, North Dakota, 
South Dakota). 

In 1958, receipts from industry ex- 
ceeded receipts from agriculture by 
more than two billion dollars...a 10- 
fold increase, as shown below. 
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BILLIONS OF DOLLARS 





INDUSTRIAL 


1958 
Farm income vs. industrial income in Upper Midwest, 1939 and 1958 


In the same period, the number of men 
and women employed in industry more than 
doubled——from 337,000 to 678,000. 
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Fortunately for NSP, this growth in 
industry is not limited to any one 
field. Among our larger customers are 
meat packers (Armour, Morrell, Swift); 
food processors (Pillsbury, General 
Mills); manufacturers such as Minnesota 
Mining, U.S. Rubber, Trane, Minneapolis— 
Honeywell, Remington Rand Univac, 
Whirlpool. The chart below shows the 
healthy diversification of our large 
light and power customers. 

















FOOD 
PROCESSING 
20.7% 


OTHER 
MANUFACTURING 
40.3% 


Revenues (by class) from large L &P customers 


This balance of income from industry 
parallels the balance of all NSP's 
electric revenues: residential and 
rural 44.4%; small light and power 
22.2%; large light and power 23.7%, 
other 9.7%. 

We consider this diversification 
highly desirable since it gives NSP 
excellent market stability and helps 
protect against fluctuations of 
the economy. 


GE. LE 


. President, 
Northern States Power Company 




















Minneapolis 2, Minnesota 
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FOOD CHAINS 


THE PENNY 
GETS THINNER 


The flamboyant expansion- 
ism that the supermarkets 
have practiced in recent 
years is currently taking its 
toll of profit margins. 





IN SPITE OF repeated predictions that 
they were running into overexpan- 
sion, Wall Street has tended to tag the 
big supermarket chains as “growth 
companies,” pricing the shares as high 
as 20 times earnings. Last month, 
however, it was very apparent that 
the supermarkets were beginning to 
pay the price for their slambang ex- 
pansion of recent years. Profit mar- 
gins, always measured in pennies, 
were getting thinner than they had 
been in years. 

Almost across the industry, the big 
chains were reporting lowered profit 
margins for 1960. Even Food Fair 
Stores, one of the most profitable of 
the top chains, was hit. President 
Louis Stein reported last month that 
it took a 10.3% increase (to $439 mil- 
lion) in the 28 sales weeks ended Nov. 
12 to generate a tiny 1.4% rise in 
earnings. In the last 16 weeks of that 
period, Food Fair’s earnings were 
actually down. 

Kroger Co., No. Three among U.S. 
food chains, was feeling the same 
squeeze. In spite of the fact that 
President Joseph B. Hall tapered off 
on store expansion in 1960, Kroger’s 
per share earnings fell 7.9% on a 2.2% 
sales drop. Big Safeway Stores, No. 
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Two, made 3.1% less profit ($34.6 
million) in 1960 on 3.4% greater sales 
(nearly $2.5 billion.) 

To some companies, such as Grand 
Union, the squeeze seemed to come as 
a surprise. Only last fall Grand Un- 
ion’s President and veteran food man 
Thomas C. Butler (he started with 
the company as an accounting clerk in 
Newark in 1918) was confidently pre- 
dicting that, despite a lag behind last 
year of some 5% in sales and 8% in 
earnings in the first half, the company 
would make up the lost ground by 
fiscal year-end on Feb. 28. “The trend 
from here on,” asserted Butler, “looks 
good.” But last month he confessed 
that nine months’ results showed only 
a trifling sales improvement over the 
balance of the year and a slight wors- 
ening in net. 

Turnaround. In this dreary setting 
the surprise performer was giant 
Great Atlantic & Pacific Tea. A&P’s 
profit margin of 1.03 cents per sales 
dollar in the fiscal year ended Febru- 
ary 1960 had the dubious distinction 
of being the lowest among the major 
food chains. But last month Presi- 
dent Ralph W. Burger announced fis- 
cal nine months’ earnings a spanking 
18.4% above the year before, raising 
per share net from $1.59 to $1.88. 

To be sure, A&P had suffered a 
strike the preceding summer that cost 
an estimated $70 million in sales and 
muddled the year-to-year compari- 
son. But the earnings rise in the No- 
vember quarter was so sharp (nearly 
15%) as to prove that the nine 
months’ gain was no fluke. The di- 
rectors thought so, too, to judge from 
their declaration of a 20c year-end 
extra, on top of 3% in stock and A&P’s 
regular quarterly 25c. 


HOUSEWIVES SHOPPING AT SUPERMARA._-: 
running faster just to stand still 
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Sphinx. As usual, close-mouthed 
President Burger has kept mum, is 
withholding sales figures until the an- 
nual report. The best estimate, how- 
ever, was that the company was en- 
joying not only record sales of some 
$5.3 billion, but the highest margin per 
sales dollar in over a decade. True, it 
promised to be up no more than a 
tenth of a cent over the year before, to 
some 1.13c. But in a company the 
size of A&P every extra mill of mar- 
gin is worth more than $5 million in 
earnings. 

But with that solitary exception, 
the big chains last month were acting 
a good deal less like growth busi- 
nesses than they had for many years— 
and a good deal more like companies 
that were having to run faster just to 
stand still. 


GOLD 


PLUGGING THE 
GOLD LEAK 


The Treasury order barring 
U.S. citizens and residents 
from buying or hoiding gold 
abroad seems unlikely to 
have much effect on the 
dollar’s strength. 


“It’s a logical and consistent exten- 
sion of our national gold policy. I’m 
sure the great majority of U.S. resi- 
dents will obey the law,” pontificated 
Morgan Guaranty Trust Chairman 
Henry C. Alexander, already on rec- 
ord for scrapping the 25% gold re- 
serve backing the dollar (Forses, 
Dec. 15, p. 24). 

“I don’t see how it can be enforced,” 
challenged First National City Bank 
economist Dr. Miroslav Kriz. “It’s non- 
sensical—a _ sloppily written order,” 
expostulated Franz Pick, nationally 
known foreign currency expert. “The 
penalty for non-compliance can be a 
ten-year jail term, a $10,000 fine and 
a civil penalty double the value of 
gold held abroad,” sternly warned 
Treasury officials. 

The occasion for all the contradic- 
tory fuss and bother was almost the 
ultimate executive order of the Eisen- 
hower Administration: a Treasury 
regulation amendment forbidding U.S. 
citizens and residents from acquiring 
or holding gold bullion, coin (except 
for collectors’ items) or gold certifi- 
cates abroad. 

Shrewd Timing? Sprung on the 
world on a Saturday to catch the 
London gold market napping, the ad- 
monitory order was intended to re- 
duce the continued ebb of gold from 
U.S. shores that has reduced reserves 
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to $17.5 million, their lowest point 
since 1939. Forbidden by law to own 
gold at home, numbers of well-heeled 
U.S. citizens had been buying it for 
storing abroad. Every dollar’s worth 
thus purchased added to the inter- 
national pressure on the U.S. currency. 

Thus had the last loophole been 
closed by which U.S. citizens could 
own gold. Back in 1933, the Emer- 
gency Banking Relief Act compelled 
U.S. residents to disgorge their private 
hoards of gold (apart from objets d’art 
and numismatic rarities) held in this 
country. Many a sock, mattress and 
safe deposit box yielded its contents 
to swell the coffers at Fort Knox and 
underpin the faltering dollar. But 
there was nothing to ,revent wise or 
slippery money, in the absence of cur- 
rency controls, from finding a gold- 
lined escape hatch in the privileged 
sanctuary of Swiss banks, which pre- 
serve their depositors’ anonymity in- 
‘iolate. Canada’s Bank of Nova Scotia, 
among other foreign banks, would ar- 
range to buy and store gold bars for 
U.S. citizens on margins of about 5%. 

Estimates of such amount of gold 
hdldings affected by the order vary 
from $10 million held directly in 
specie to a thumping $1 billion. The 
latter extreme figure is Franz Pick’s 
guess, but he points out that 55°, of 
this sum is held by U.S. corporations 
through foreign subsidiaries, [which 
are not subject to domestic jurisdic- 
tion]. The remainder is so artfully 
concealed in Switzerland, Liechten- 
stein and Panama that it would 
require an enormous detection and 
enforcenment operation by the Treas- 
ury men to unearth and punish its 
owners. 


FEDERAL RESERVE GOLD STORES: 
more work for the T-Men 
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No Aid for the Dollar. Moreover, 
there is no guarantee that the pro- 
ceeds of gold sales required under 
the new regulation would return to 
the U.S. to help the ailing dollar. It 
could be invested in foreign stocks or 
left in foreign banks. 

Ironically, too, there is nothing in 
the new regulation to prevent Ameri- 
cans investing in gold round the back 
door. They can sell their gold for 


dollars abroad and then turn the pro- ° 


ceeds into South African gold-mining 
shares. It was no surprise when Cape 
gold shares began a new boom on the 
London market last month reportedly 
as a result of American buying. 


OIL 


TWO WORLDS 


At last the lean years it faced 

in the late 1950s seem over 

for Canada’s Imperial Oil 
Ltd, 


AS PRESIDENT of Canada’s Imperial 
Oil Ltd.,* William O. Twaits was en- 
joying the best of two possible worlds 
last month. Twaits already had se- 
curely in his pocket a good 40% of 
Canada’s lively petroleum products 
market, which is growing consider- 
ably faster than the U.S.’ What’s more, 
the markets across the border were 
his for the taking. Since 1959, Can- 
ada has been one of the few countries 
exempted from the U.S.’ oil quotas. 

Canada, as every newspaper reader 
knows, is in the midst of one of its 
worst postwar recessions. But you 
would never know it to look at Im- 
perial Oil, which is 70% -owned by big 
Jersey Standard. For the last month, 
Imperial’s Twaits announced 1960 
profits were up 12.1% to $1.94 a share. 
Indeed, Twaits had already pretty well 
tipped his hand two months earlier by 
boosting Imperial’s year-end dividend 
—making it one of the few major oil 
companies anywhere (another excep- 
tion: Texaco) to do so. 

After Yesterday. Now Twaits can 
expect a near-record year in 1961. 
That is quite a change. For Imperial 
had been hard hit when the USS. 
slapped on its import quotas. It had 
also felt serious pressure from two 
newcomers to Canadian refining, Brit- 
ish Petroleum and Petrofina. 

As a result, between 1954 and 1959, 
Imperial Oil lost some of its hold 
on the Canadian market for refined 
products. Though that market grew 


*Imperial Oil Ltd. Traded American Stock 
Exchange. Recent price: 38%. Price range 
(1960-61): high, 393,; low, %. Dividend 
(1960): $1.35. Indicated 1961 payout: $1.35. 
Earnings r share (1959): $1.73. Total as- 
sets: 4.1 million. Ticker symbol: IMO. 
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IMPERIAL OIL’S TWAITS: 
expecting a near-record year 


47° in the five-year period, Impe- 
rial’s sales of refined products rose 
only 34%. The attrition on earnings 
was even more serious. Between 1957 
and 1958, the company’s net per share 
fell nearly 30% to $1.61. 

But Imperial is now catching up 
handily. Giving it an extra zip is 
Twaits’ spare-no-expense marketing 
drive. “Up until a few years ago,” 
explains Twaits, “we concentrated on 
production—such things as refinery 
improvements and expansion. But 
since 1957 an increasing proportion 
of our capital spending has been 
going into marketing.” Specifically, 
such outlays are up from 20% to near- 
ly 30% of total company spending. 

That has meant less emphasis on 
sheer volume, more on premium prod- 
ucts. Says Twaits: “While our vol- 
ume rose only slightly last year, our 
product mix improved. We sold more 
quality products. And we had a 
greater rise in volume in gasoline 
than in any other product—well above 
the industry gain.” 

Then Tomorrow. Twaits professes to 
see better things ahead for Imperial 
Oil. Says he: “From now on, the 
normal growth of demand should be 
more directly reflected in improved 
earnings.” It is no secret, moreover, 
that Imperial Oil is anticipating larger 
exports to the U.S. this year and next. 
Particular target in this drive: the 
Puget Sound area. Also the lower 
premium on the Canadian dollar has 
improved Imperial’s competitive posi- 
tion. 

Says a Twaits aide hopefully: “The 
industry has pared off the fat that 
gathers in good times. I think the 
bad days are over.” 
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A girl like me, I said, 


deserves a postage meter! 


“I’m useful. I’m busy. I spend hours 
on the phone every day. I do oodles 
of odd jobs around here. I’m too bright 
to waste time sticking stamps, sealing 
envelopes. And I’m too well paid. 

“That’s what I told the boss. Okay, 
he said. So we got a postage meter. 
Golly! Why didn’t I pipe up ages ago?” 

When you have a postage meter: 
You bypass those GI glued stamps. Get 
rid of stamp sticking and good-bye 
government stamped envelopes. Keep 
the stamp box for petty cash. 

You always have the right stamp — 
because you print it. Any amount for 
any kind of mail. Right on the envelope, 
or on special tape for parcel post. Plus 
your own small ad, if you want one. You 
stamp and seal a day’s mail in minutes! 


How do you buy postage? Go to the 
nearest postoffice. They set the meter for 
as much as you want to buy, a little or a 
lot. Postage in the meter can’t be stuck 
together, swiped, borrowed, burned up, 
or blown away! Also, it’s automatically 
accounted for! And metered mail takes 
less time in the postoffice, can often 
make earlier planes and trains. 

You’re too small for a meter? Not 
at all! More than a hundred thousand 
small mailers use the DM, desk model 
postage meter. One-third of DM users 
average less than $1 a day for postage 
— like the DM for its convenience. 

Like to have a demonstration in your 
office, no obligation? Call the nearest 
Pitney-Bowes office. Or send coupon 
for free illustrated booklet. 


FREE: Handy desk or wall chart of latest postal 
rates, with parcel post map and zone finder. 
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= Pitney-B OWweS PItNEY-Bowes, INC. 
(rs) 1799 Pacific Street, Stamford, Conn. 


=> POSTAGE METERS 


Made by the leading manufacturer of mailing machines . . . 139 offices in U.S. and Canada. 
In Canada: Pitney-Bowes of Canada, Ltd., Dept. 399, 909 Yonge Street, Toronto. Address 


Send free CQ booklet C postal rate chart to: 


Name 











POLARIS: Northrop’s Datico checks SKYBOLT: Guidance and navigation 

out Polaris at ali levels of mainte- systems are being developed by Nor- 

nance and operation. throp for this new and highly secret 
air-launched ballistic missile. 


Northrop Is now ac 





‘ 
X-15: Northrop produces Q-Bali, the AERODYNAMICS: Northrop’s Laminar 
flight angle sensor for safe re-entry Flow Controi technique is designed 
of X-15 and other aerospace vehicles. to greatly increase aircraft range, flex- 


ibility, cargo and passenger capacity. 


MERCURY: The Northrop landing sys- 
tem is designed to bring the Mer- 
cury astronaut down safely. 


in more 


TITAN: Northrop supplies complete 
technical and industrial management 
to activate the T-2 Titan missile base. 


Northrop Corporation, Beverly Hills, California - Divisions: Norair, Nortronics, Radioplane, Northrop Internationa! 





| ooking Ahead with Philline Petroleum | 








HAWK: Northrop produces airframe 
components, ground handling and 
launching equipment for this air de- 
fense missile. 


COMMUNICATIONS: Northrop designs 
the trans-Pacific Scatter Communi- 
cations Network and other worid- 
wide communication systems for 





T-38: World's first supersonic twin- 
jet trainer is built by Northrop for 
the United States Air Force. 


U.S. and free world governments. 


han 70 important programs 





TARGET MISSILES: Northrop has pro- 
duced more than 50,000 electroni- 
cally-controlled aerial targets, and 
surveillance drones. 


COMMERCIAL METAL PRODUCTS: Nor- 
throp produces aluminum architec- 
tural shapes for many important 
industrial and commercial buildings. 


SPACE RESEARCH: Northrop’s accel- 
erated space research programs 
reach into such advanced areas as 
maneuverability, rendezvous, space 
vehicle maintenance, space probes, 
and the survival of men in space. 


Subsidiaries: Page Communications Engineers, Inc., Acme Metal Molding Company. 
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Looking Ahead with Phillips Petroleum... 


New Phillips Achievement — 


“Better-than-natural” rubber 





“‘We have searched for years for a synthetic 
rubber that would perform as well or better 
than natural without sacrificing the low heat 
build-up of natural. It looks like Cis-4 does 
the trick.” 


This statement by a leading rubber company ex- 
ecutive dramatizes the tremendous commercial 
significance of Phillips newest achievement in the 
petrochemical field. 

Tires with treads made from blends of Phillips 
new Cis-4 and natural rubber have bested those 
of 100% natural rubber in tests totaling millions 
of miles. They have shown high resilience, low 
heat build-up, very long wear and high resistance 
to abrasion, aging, and blowout. Cis-4 will replace 
large amounts of natural rubber in tire treads, 
especially for heavy duty truck and bus tires. 

Phillips new Cis-4 plant at Borger, Texas, im- 
mediately adjacent to the company’s other syn- 
thetic rubber facilities, has an annual capacity 
of 25,000 long tons. Cis-4 is made wholly of 
butadiene, also manufactured by Phillips from 
the company’s own basic raw materials. 

Cis-4, along with “‘cold”’ synthetic rubber, and 


Cis-4*, Phillips new 
synthetic rubber, 

is used by tire 
makers as a superior 
replacement for much 
natural rubber in 
blends for heavy-duty 
tire treads. 


furnace oil carbon blacks are links in a long chain 
of Phillips rubber developments reaching back 
before World War II. The latter two enabled syn- 
thetic to replace natural in a large portion of the 
postwar market. Now Cis-4 will replace more ' 
natural. 


Cis-4 again exemplifies how a policy of 
“looking ahead” through aggressive re- 
search and prudent acquisition of crude 
oil and natural gas reserves has placed 
Phillips in a favorable position for con- 
tinuing growth and earnings. 


Today Phillips leads the petroleum industry as 
(1) producer of natural gas liquids, most versatile 
of hydrocarbons; (2) seller of natural gas; (3) 
producer-marketer of liquefied petroleum gas; 
(4) manufacturer of nitrogen fertilizers; (5) sup- 
plier of raw materials to the rubber industry; and 
(6) in atomic energy activities. 

This is in addition to Phillips important business 
of manufacturing and distributing automotive 
fuels, lubricants and accessories through more 
than 21,000 marketing outlets in 38 states. 


*A trademark 


PHILLIPS PETROLEUM COMPANY, Bartlesville, Oklahoma 


PHILLIPS 
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MAN IN A HURRY 


In an untypical frame of 
mind, Superior Oil seems 
more interested in getting its 
Venezuelan crude out than 
in replacing its reserves. 


Superior Om Co.* President Howard 
Keck has normally been more inter- 
ested in building up wealth in the 
form of oil underneath the ground, 
(where it is out of reach of the tax- 
collector) than in pumping the oil up 
where Internal Revenue can get at it. 
Last month, however, Keck was 
pumping oil out of the ground with 
uncharacteristic haste. 

Superior’s biggest single asset is 
some 400 million barrels of crude oil 
reserves in Venezuela. Keck seemed 
determined to make it pay off in a 
hurry. By last September he was 
working the Venezuelan wells close 
to maximum capacity. Production has 
tripled to about 60,000 barrels a day. 

What was the reason for Keck’s 
obvious speed-up in Venezuela? Was 
it mere coincidence—as Superior 
officials claim? Or had Keck stopped 
drilling and turned his flow valves on 
full because of the risky political 
situation in Venezuela? In either case 
the Betancourt government was un- 
likely to object. President Romulo 
Betancourt’s regime desperately needs 
foreign exchange, and up to 65% of 
any profit that Superior’s crude fetches 
goes into the Caracas treasury. 


*The Superior Oil Co. Traded NYSE. Recent 
price: 1272. Price range (1960-61): high, 1348; 
low, 885. Dividend (fiscal 1960): $7.50. Indi- 
cated fiscal 1961 payout: $7.50. Earnings per 
share (fiscal 1960): $51.19. Total assets: $295 
million. Ticker symbol: SOC. 
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A Venezuelan Switch. Keck was un- 
derstandably tight-lipped about the 
situation. But in Superior’s first fiscal 
quarter (ended Nov. 30), Keck raised 
his over-all crude oil production by 
38,505 barrels a day (to 116,387 
barrels), and every single barrel of 
the increase came from Venezuela. 
During all of fiscal 1960 (ended Aug. 
31), Keck pumped only 22,000 barrels 
daily out of Lake Maracaibo. 

Keck managed to keep his suddenly- 
tripled supplies moving, too. Selling 
his crude oil F.O.B. Maracaibo, most 
of it was, as usual, being siphoned 
into U.S. refineries. But surprisingly, 
shipments to European ports rose 
sharply, as well. 

Despite the huge outflow, Keck was 
making no move to replace his Vene- 
zuelan reserves. In fiscal 1960 Super- 
ior’s drilling costs dropped 17% (to 
$26.4 million), largely because Keck 
stopped drilling in Venezuela. 

The big change in Venezuela gave 
Superior’s earnings an upward shove. 
In fiscal 1960 Superior earned a rec- 
ord $51.19 a share and in its first 
fiscal quarter earnings soared 92% 
from the fiscal 1960 period (to $13.32 
a share). But Superior had always 
preferred to salt as much as possible 
of its profits back in the ground. 
Whatever Keck’s reasoning, the Vene- 
zuelan situation quite obviously had 
led him to make a drastic switch. 


CORPORATE POLICY 


TO LIST 
OR NOT TO LIST 


Why do so many large and 
middling-sized com panies pre- 
fer to remain unlisted? 





““WERE ouR stock to be listed,” recently 
declared American-Marietta’s Grover 
M. Hermann, “we would have to re- 
veal all the details of every financial 
transaction. That might slow us down 
in acquisitions which demand fast 
action and otherwise impede our 
freedom of action.” Thus did the 
founder-chairman of a $350-million 
(assets) building materials corpora- 
tion explain his company’s failure to 
apply for listing on a stock exchange. 

Hermann’s is a fairly common rea- 
son for remaining unlisted. But there 
are other reasons for a company to 
prefer the relative obscurity of over- 
the-counter trading. Virtually every 
bank and insurance company stock 
is unlisted. Why this unanimity? 
Some bankers and insurance men say 
the o-t-c markets are less volatile 
and therefore more suitable for their 


A TALE OF 
TWO AVERAGES 











kind of business. Horace C. Flanigan, 
chairman of Manufacturers Trust, 
however, attributes it partly to “in- 
ertia.” Still, he adds, “There are a lot 
of SEC regulations appropriate for a 
manufacturing concern but not for 
a bank. A bank is a tricky thing.” 

How about unlisted industrials? 
Basically they have one of two rea- 
sons for remaining unlisted: 

e For relatively unseasoned stocks, 
the active sponsorship of an over- 
the-counter dealer guarantees a more 
active and closer market. Says James 
R. Price, whose highly successful 
National Homes Corp. is still unlisted: 
“You get more promotion and activity 
as an unlisted security. The brokers 
are prepared to spend more time and 
money on a transaction. If we were 
listed on the Big Board, brokers 
would get only 35 cents a share and 
there’s always the danger that your 
stock might go dead.” 

e Some ruggedly individualistic en- 
terprises object to the proxy and 
disclosure requirements placed on 
listed companies. Several big but 
family-controlled enterprises prob- 
ably fall into this category. 

There have been repeated proposals 
that the larger unlisted companies be 
subjected to the same disclosure rules 
as listed companies. So far this pro- 
posal has never gotten off the ground. 
If it ever does, many currently un- 
listed companies may finally emerge 
from the relative anonymity of un- 
listed trading. But most younger and 
less widely held companies will prob- 
ably continue to prefer the sponsor- 
ship of over-the-counter dealers. 
(For a list of the 100 largest unlisted 
U.S. industrial companies, see the 
next two pages.) 
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100 Largest Unlisted Industrials 






















Company 


Ralston Purina 
Weyerhaeuser 
American-Marietta 
Arden Farms 
Texas East. Trans. 














Anheuser-Busch 
Time Inc. 
Porter (H. K.) 
Kaiser Steel 
Cannon Mills 












Grinnell Corp. 
Eli Lilly & Co. 
Hearst Consol. Pub. 
Tecumseh Products 
McLouth Steel 














Gen. Aniline & Film 
West Point Mfg. 
Staley (A.E.) Mfg. 
Cummins Engine 
Trans. Gas Pipe Line 









Pabst Brewing 
Avon Products 





Bemis Bros. Bag 
Donnelley (R. R.) 








Colo. Milling & Elev. 
Interstate Bakeries 
Rockwell Mfg. 
Potlatch Forests 
Lone Star Steel 













Stanley Works 
Heublein 
Carpenter Paper 
Morrison-Knudsen 
Riegel! Textile 









Wyandotte Chemicals 
inland Container 
Dravo Corp. 

Western Publishing 
National Homes 













Standard Pressed Steel 
Consolidated Freightways 
Laclede Steel 

Clark Oil & Refining 
Delhi-Taylor Oil 









Cons. Water Pwr. & Paper 
Miehle-Goss-Dexter 

Ceco Steel Products 

+ Bibb Mfg. 

Tobin Packing Co. 
















Packaging Corp. of Amer. 


Sales! 
(mil) 

$510.3 
458.3 
323.6 
3224 
296.3 


296.0 
271.4 
226.0 
201.9 
201.1 


200.5 
187.0 
186.8 
183.5 
176.8 


159.0 
156.9 
155.8 
147.0 
146.7 


146.5 
419 
138.3 
131.3 
130.2 


127.2 
124.3 
122.8 
114.4 
112.9 


105.7 
104.4 
101.6 
100.7 

97.4 


88.8 
87.7 
87.4 
86.6 


85.0 
83.4 
81.7 
80.3 
78.7 





Assets! 
(mil.) 
$213.5 
568.3 
287.8 
109.4 
1,054.1 


183.6 
216.5 
129.2 
475.1 
162.5 


126.7 
214.4 
98.2 
55.3 
201.0 


177.9 
93.2 
91.3 
79.3 

713.7 


103.7 
73.7 
112.1 
70.4 
114.2 


32.0 
42.4 
104.6 
122.2 
139.5 


75.0 
36.7 
35.9 
99.4 
64.1 


104.5 
83.7 
62.9 


67.6 


88.9 
44.1 
32.7 
71.5 


93.8 
84.2 
49.4 
56.7 
19.1 


36Ve 


16% 
32% 


392 
29V2 





166 


11% 


39% 


21% 


422 
22%. 


92 


21% 


4) 


18% 


3242 


17% 


16% 
47 


14 


61 

37¥2 
43¥2 
782 
11% 


22% 


Price Range 
1959-60 


524-382 
48%4-30 
46¥e-27 2 
2144-145 
362-20 


41¥e-22¥2 
81-502 
74-34 

5842-224 

69-51 


202-135 
98-61 
14-11% 
81-45% 
44-2812 


501-210 
2814 -16% 
3934-244 
47-29 

25-172 


14%e-7% 

792-272 

3242-192 
54-37 
37-172 


27-17 

38-282 
3842-274 

62-402 
32%4-13 


2234-132 
36%2-17% 
49-37% 
3834-2914 
192-14 


63-46 
38-30 
60-38 
84-42 
26-72 


421%4-20% 
27Ve-8e 
235-170 

1834-1034 
18-7% 


3634-30 

32Ve-244 
36-204 

2054-142 
22-15 








-—— Earnings—— 
mo. 


1959 


$2.76} 
2.00 
2.03 
1.38 
2.02 


2.69 
4.60 

5.09 
d3.26 
5.04 


14.89 


d2.02 
5.09 
2.66 


2.697 
2.12 
3.25 
1.25 


0.28 


1.647 
4.24 
1.61 


1.527 


2.76 
3.73 
3.61 


1.79 
2.31} 
3.67 
2.88 
2.44} 


2.80 
3.22 
3.32 
1.60 
0.42 


2.20 
1.13 
27.31 
1.39 
0.51 


2.84 
3.577 
2.51 
1.95} 
2.337 





1960 

$1.31 
1.32 
0.60** 
2.00 


2.64 
3.48** 
1.43 
d0.42 
NA 


NA 
1.95 
44.23 
NA 
3.62 


0.23** 
1.13 


3.09 
0.79** 


0.75** 
2.45 
1.53 
2.05 
1.00 


0.78 


2.36 
0.76** 


2.30 
2.19 
1.88 


0.13** 


0.08++ 


12.04 
0.59 
2.36 


1.07 






Dividend 
1960 


$1.20 
1.20 
1.00 
1.00 
1.40 





1.40 
3.25 
1.60 
none 


3.00 


4.00* 


0.43% 


2.40 
none 


1.35* 


0.575* 


1.00* 






stock 
0.90 
1.00* 
2.00 
0.26* 








1.40 


1.60* 
1.00 
stock 














0.90* 


‘Latest full year. *Plus stock. +1960 fiscal year. **Six months. t+Eleven months. NA-not available. 


Main Business 


animal feeds, cereals 


timber products 
paint & resins 
dairy products 
natural gas 


brewing 
publishing 
metals fabricator 
steel products 
linens & towels 














1,956 
1,081 
3,283 


heating & plumbing equip. 608 
ethical drugs 7,974 
publishing 2,000 
compressors 1,800 
steel products 3,471 


chemicals 
textile fabrics 
food processor 
diesel engines 
natural gas 


brewing 
pa 

paper products 
bag maker 
printing 


flour milling 
baking 

machine tools 
lumber products 
steel products 


steel hardware 
distilling 

paper products 
construction 
textile products 


chemicals, detergents 


corrugated boxes 


engineering, construct. 


books & games 
prefab. houses 





fasteners 
motor freight 

steel products 
gasoline, kerosene 
oil production & ref. 


paper products 
printing presses 
steel products 
cotton goods 
meat packing 






3,037 
2,140 
2,479 
12,757 


4,582 
3,829 


5,862 


552 


3,899 
2,447 
3,924 


2,722 
1,539 
707 


2,045 
916 





1,426 
2,025 

534 
3,150 
4,607 





2,620 
206 
1,629 









2,552 
1,402 
1,001 


869 
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— —Earnings ——\ 
Price Range 9mo. Dividend 
1959-60 1960 


Company 1959 1960 


Main Business 


Permanente Cement 30%-1358 $1.81 $0.84 $0.70 cement 

Gas Service : 3834-2956 2.81 2.85 1.72 natural gas 
Dun & Bradstreet . 41%-21 1.49 1.36 1.07 credit ratings 
Botany Industries . 856-314 1.42 0.71 none textiles 
Langendorf United Bakeries 28-22 2.61} — 1.35 baking 


Tappan Co. 421%4-21'2 4.00 1.48 1.50 household ranges 
Miles Laboratories t r 83-542 3.60 2.73 1.50 pharmaceuticals 
American Biltrite Rubber - 30%4-16 2.06 1.12 0.80 soles, heels 
Associated Transport J 13%4-3% 156 40.02 none motor freight syst. 
Utah Construction & Min. ‘ 552-372 — 1.25* _— constr. & mining 


McLean Industries “ J 7-2 shipping 
Northwestern Steel & Wire 25\e-17% y steel products 
American Express 554-292 . travel services 
Hobort Manufacturing “ . 63-44 food prepar. equip. 
Bird & Son , J 27-18% d building materials 


Roadway Express . 20%-10¥2 trucker 

Hudson Pulp & Paper ' . 3034-2012 . kraft & tissue popers 
Robertson (H. H.) . a 75-48 \ . metal bidg. materials 
Berkshire Hathaway J - 1358-72 , cotton mfr. 

Colorado Interstate Gas . 42-28%. natural gas 


Koehring Co. - . 1914-82 construction equip. 
Union Texas Nat. Gas ' 452-222 ; natural gas 

Harvey Aluminum . , 28-17% alum. fabricating 
Dura Corp. 5 - 284-1314 Auto parts, farm impl. 
Williams & Co. 352-282 d metals jobber 


American Cement J 27-9\ cement 

Sprague Electric . 6942-392 : elec. condensers 
Indian Head Mills ; ‘ 48-14% . . linens 

Bassett Furniture Ind. . $ 2234-1812 household furniture 
Jantzen . 342-224 . sportswear mfr. 


Hoover Co. 24-125 vacuum cleaners 
Standard Screw . j 24%e-15 P d ‘ fasteners 

Meredith Publishing t , 44'/2-34V2 magazine publisher 
Knudsen Creamery ; 39-27 dairy products 
Toledo Scale 272-182 / scales, kitchen equip. 


Ludlow Corp. 42-28% . i jute, yarns 

Witco Chemical : , 34% 47-21 . . chemicals, detergents 
Parker-Hannifin a . 30-17% . ‘ power syst. components 
Associated Spring : A 232-12 d . precision springs 
Johnson Service Ki ’ 105 105-74 . y temp. control syst. 


Helene Curtis Ind. be 29% 2852-87 : cosmetics 
Hewlett-Packard 47.7 30.9 27% 31-12% 0.40 ‘ electronic instruments 
Bruning (Charles) 47.4 33.2 34 492-16% 1.59 . Y copying machines 
Nalco Chemical 47.2 32.0 52 50-22 1.72 F . chemicals 

Denver Chicago Trucking 45.3 21.7 1934 27%4-18%2 3.73 d trucking 


American Pipe & Constr. 45.2 33.7 33%2 41%2-24V% 3.51 2.01 J concrete & metal pipe 
Air Products 43.6 62.2 454 642-29 1.40+ oa . industrial gases 
Houdry Process 42.8 12.1 33 43-24 2.45 1.21** 0. chemicals 

UARCO 42.3 22.1 78 822-61 5.53+ — ‘ business forms 

Black, Sivalls & Bryson 41.8 33.5 13 262-102 0.59 40.05 ‘ oil ref. equip. 


‘Latest full year. *Plus stock. +1960 fiscal year. **Six months. t+Eleven months. NA—not available. 
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...CENSUS- 
PROVEN 
OUTSTANDING 
NEW 
INDUSTRIAL 
MARKET 


Census-proven one of 
the fastest growing 
states in the nation 

survey-proven one 
of the outstanding 
new industrial mar- 
kets, Colorado offers 
Profits 
asant Living 


new industry 


vith Ple 


Discover the new markets and opportuni- 
ties awaiting your company in Colorado 
Site-See’’ Industrial Colorado now...right 
at your desk 


Send for Free Executive Portfolio 
“INDUSTRIAL COLORADO” 
Newly revised 9-booklet portfolio with 
p-to-the-minute data on Colorado's 
industria site opportunities 
vacation wonderlands 

ries held confidential 


COLORADO DEPT. OF DEVELOPMENT 


14 STATE CAPITOL © DENVER 2, COLO. 


assets 
nd weekend 
All ing 





FY OD) ne ae, 


f wnicn (| 


Fa 
a 


PLAN FITS YOUR 
TRUCKING NEEDS? 


THE CHANGE-OVER PLAN—We take over al! 
your truck and maintenance problems. We 
supDly New trucks engineered to your needs (or 
we |! buy and recondition your present fleet.) 
THE ADD-A-TRUCK PLAN-As you expand, lease, 
don t buy, the additional trucks you need 

THE TRUCK RETIREMENT PLAN—As your trucks 


become over-age or inefficient 


| Nationallease 
| 


lease replace 
is completely mode up 
leased vehicles 

THE PILOT PLAN—Install full-service leased 
trucks in one location or division, then com 
pare costs and headaches with trucks you 
st own 

NATIONALEASE is the full-service 
FOR-PROFIT way to release capita 
nerves 


ments until your flee 
of efficient 


LEASE 
relieve 
everything furnished but the driver! 
Leose a new CHEVROLET or other fine truck 
No investment, no upkeep, no headaches 
96) 








National know -how, 
local controls 
—write for literature 


NATIONAL TRUCK LEASING SYSTEM 


Serving principal cities in the U.S. and Canada 


23 E. JACKSON BLVD.-SVITE: R-2, CHICAGO 4, ILL. 


32 


PAPER 


CHANGE OF HEART 


Can a leopard change its 
spots? Can St. Regis Paper 
resist expansion? The offi- 
cial word last month: Yes. 


Roy Kine Fercuson, 67, chairman of 
St. Regis Paper Co.,* is the most dur- 
ably expansion-minded man in the 
U.S. paper industry. When the paper 
industry desperately needed more ca- 
pacity early in the 1950s, Ferguson 
led the way. Between 1946 and 1956, 
he spent $175 million and issued more 
than 2 million shares, worth anothe 
$75 million, to boost St. Regis’ sales 
347°, to $370 million. But though by 
then paper industry capacity easily 
matched demand, he did not stop 
there. Since 1956 Ferguson has spent 
$124.2 million more and issued 4 mil- 
lion more shares, building 
$536.2 million last year. 

Stopping Point. Finally last month 
it was clear that Ferguson has had a 
change of heart. Deputized to speak 
to Boston’s security analysts, Presi- 
dent William Adams outlined St 
Regis’ new philosophy. Its gist: an 
end to expansion. Observed Adams: 
“In our industry, we have 
the point where we 
capacity for the first 
than 20 years.” 

Up until now, St. Regis’ headlong 
expansion has fully paid its 
way. Though its sales have risen six- 
fold since 1946, per share earnings 
have barely doubled (to a likely $1.90 
last year). 

The reason was simple enough: its 
hectic buildup never left St. Regis a 
catch up with itself. In 
snapping up the myriad small com- 
panies which have been melded into 
St. Regis, Ferguson issued almost 6 
million new shares along the way, 
thereby continually diluting earnings. 

Yet in present circumstances, catch- 
ing up may be no simple problem for 
the U.S.’ third largest paper company. 
Though their costs have continued to 
mount, chronic overcapacity has left 
papermen hard pressed to raise prices 
in matching degree. 

Frequently, in fact, the reverse is 
true. In multiwall bags, for example, 
an item in which St. Regis ranks as 
the nation’s biggest supplier, the trend 
recently has been toward price-cut- 
ting. Overcapacity has also put a price 
ceiling on two other St. Regis special- 
ties, folding boxes and their basic con- 


sales to 


reached 
have adequate 


time in more 


nevel 


chance to 


St. Regis Paper Co. Traded NYSE. Recent 
srice: 357,. Price range (1960-61): 23 
ow, 3034. Dividend (1960): $1.40 plus 2% 
stock. Indicated 1961 payout: $1.40. Earnings 
per share (1959): $3.01. Total assets: $449.6 
million. Ticker symbol: SRT 


stituent, linerboard. “For the mo- 
ment,” Adams ruefully conceded last 
month, “there are too many box 
plants.” 

Meanwhile St. Regis has been dealt 
an even more painful blow in anothe1 
quarter: its lumber and plywood busi- 
ness, hard hit by the 1960 slump in 
new housing starts. “The actual red 
ink in this part of our business,” says 
Adams, “hurt us severely in 1960.” 

Altered Aims. To hear Adams tell 
it, from now on St. Regis may be 
looking little like its old self. To be 
sure, it will still be spending heavi- 
ly: some $15 million in new capital 
outlays this year alone. But it will be 
with a very different purpose: im- 
proving on what St. Regis has, rathe: 
than adding more capacity. Despite 
St. Regis’ lackluster profit showing, 
management is not strapped fo: 
spending money; cash flow last yea 
ran around $4 a share, than 
double reported net. 

Adams also suggested that an im- 
provement in St. Regis’ margins may 
not be far away. Underway, he told 
the audience, is a program to cut St 
Regis costs by more than $10 million 
Said he: “All of it will be effective in 
the next few months.” Another drain, 
he added, is also ending: 


more 


the costs of 
acquiring, mapping and planting new 
forest reserves. 

One thing is sure: St. Regis’ Fer- 
guson has ample incentive to push 
his profit buildup program as vigor- 
ously as he did his campaign to boost 
As Adams expressed it: “The 
industry, and St. Regis along 
with it, did not have a good year in 
1960." Added he: “I would be decid- 
edly hard put to give you a prediction 
for any important 
early 1961.” 


sales. 


papel 


improvement in 


ST. REGIS PAPER’S ADAMS: 
the spending is for improvements 
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w.r.GRACE «co. 


7 Hanover Square, New York 5, N. Y. 
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W. R. GRACE &@ CO., one of America’s 


a 
~ 


*. top ten chemical producers, serves 


hundreds of the nation’s leading 
industries. Last year, its chemical 
divisions accounted for over two-thirds of 


its earnings... and their growth continues. 


CRYOVAC DIVISION 
THE DAVISON CHEMICAL DIVISION 
DEWEY AND ALMY CHEMICAL DIVISION 
GRACE HATCO CHEMICAL DIVISION 

CHEMICAL NITROGEN PRODUCTS DIVISION 
DIVISIONS OVERSEAS CHEMICAL DIVISION 
POLYMER CHEMICALS DIVISION 
RESEARCH DIVISION 





PRINCIPAL PRODUCTS: synTHETIC CATALYSTS - AMMONIA + UREA - HIGH DENSITY 

POLYETHYLENE - PLASTICIZERS - MATERIALS FOR JET LUBRICANTS + SPECIAL SYNTHETIC 

RUBBERS AND RESINS + POLYVINYL ACETATE - SILICA GEL AND OTHER DESICCANTS 

SULFURIC ACID ~- CONTAINER SEALING COMPOUNDS «+ IRRADIATED AND OTHER PLASTIC 

FILMS AND BAGS FOR PACKAGING - BATTERY SEPARATORS ~- FERTILIZERS AND OTHER 

AGRICULTURAL CHEMICALS - NUCLEAR REACTOR MATERIALS + ULTRA HIGH-PURITY SILICON 
AND OTHER INDUSTRIAL CHEMICALS AND CHEMICAL SPECIALTIES. 
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10 Year 


... On bringing the benefits 
of natural gas to millions of 


families. Ten years ago marked a major 
breakthrough for fuel hungry New Yorkers—the 
first deliveries of natural gas via Transcontinental 
Gas Pipe Line. Now, every day in the year, an average 
of 1'4 billion cubic feet of clean, high-heat natural 
gas flows safely underground through ten states on its 
way from Texas and Louisiana to the New York area 

bringing new comfort to millions of homes, in- 








Progress VY Report 


creased energy to many industries. To make this 
possible a second, larger pipe line now runs the whole 
distance from the gas supply area to New York along- 


side the first 
construction. 


and a third parallel line is under 


Consumers in Transcontinental territory now use 
four times the volume of natural gas that they did 
ten years ago. Transcontinental’s capital investment 
has grown from $250 million in 1951 to nearly 
$700 million today —to maintain and expand the pipe 
line’s service to public utilities and their millions of 
customers in and around New York 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION 


HOUSTON - TEXAS 
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1955 , 1956 
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{| 
The FORBES index 


Solid line is computed weekly ond monthly, gives equal weight te 
five foctors 


























1. How much ore we prod 





g? (FRB prod: index) 
2. How ay people are working? (BLS non-agricultural employ- 
ment 











3. How intensively are we working? (BLS overage weekly hours 
in manvfocture) 





4. Are people spending or saving? (FRB department store soles) 
5. How much money is circulating? (FRB bonk debits, 141 key 
centers) 
Factors 4 and S cre adjusted for value of the dollar (1947-49 


= 100), factors 1, 4 and 5 for seasonal variation. 











te loter revision. * 


Spt pe ten 





Plotted line is a preliminary weekly figure and may not necessarily 
agree with the revised monthly total. Dot indicates an 8-day estimate 
based on tentative figures for five components, all of which are subject 
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Production 
Employment 
Hours 

Sales 

Bank Debits 
INDEX 














May June 


167.0 
121.4 
100.0 
130.8 
179.2 
139.7 


166.0 
121.4 
100.3 
133.1 
173.6 
138.9 


115 


July Aug. Sept. Oct Nov. 


(prelim) 
159.0 
120.5 
98.5 
129.7 
178.0 
137.1 


166.0 
121.0 
100.0 
136.6 
175.0 
139.7 


164.0 
121.3 

99.8 
132.8 
190.4 
141.7 


162.0 
121.1 

99.0 
131.7 
175.7 
137.9 


162.0 
120.7 

99.2 
135.6 
167.9 
137.1 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


A Sense of Direction 


Has THE business trend turned up- 
ward? No, at least not as far as the 
eye can see. But—and it could be an 
important “but”—the stage is set for 
a recovery sooner than is popularly 
expected. In fact, I believe the turn 
may even be taking place right now. 
For one thing, the high and stable 
level of personal income remains a 
distinct pillar of strength. The higher 
rate of consumption than of produc- 
tion suggests that inventory accumu- 
lation soon will begin again, and the 
full impact of rising government ex- 
penditures remains to be felt. 

Does this mean that all stocks are 
“cheap”? No. Actually, the last time 
there was demonstrable undervalua- 
tion was after World War II—and it 
took four years for the condition to 
be recognized and corrected. In my 
opinion, a more knowledgeable securi- 
ty buying public—new, important 
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sources of demand 
—indicate that 
history is unlikely 

to repeat itself 
now. In practical 
fact, stocks seldom 

are really cheap 
other than in times 

of panic and finan- 

cial pressures. Neither condition is 
in force or in prospect. 

This leads to the conclusion that 
a sense of direction, an understanding 
of the subtleties of the times, is far 
more important than a knowledge of 
statistics. No one ever rings a bell for 
every potential buyer or seller to 
hear. There are no speculative Paul 
Reveres. As I emphasized in previous 
columns, the “direction” today is to- 
wards a more comfortable specula- 
tive year than the one just ended. 

Further, I’d like to stress again the 


fact that speculative interest is more 
likely to flow to the at least semi- 
depressed cyclical issues than to last 
year’s success stories. This is where 
the improvement of a better balanced 
over-all economy will be most dra- 
matically reflected. Contrawise the 
1960 search for science fiction com- 
panies resulted in errors of valuation 
which require correction. Meanwhile 
the market is recognizing the fact that 
product development or innovation 
are as much a_ key to success in 
plebeian businesses as in the glamour- 
ous industries of discovery. 

So much for the background. Where 
are the opportunities now? In my 
opinion, Erie Resistor Corp. (around 
11, over-the-counter) could be a very 
interesting low-priced speculation fo: 
those in a position to assume risks 
This year’s earnings potential could 
be as much as $1.25-$1.50 per share 
as compared with estimated profits 
of 85c for 1960 and reported net of 
35c in 1959. The big change has come 
about as a result of the domestic op- 
eration, which last year was com- 
fortably in the black as compared 





with a substantial loss in 1959 (the 
British subsidiary has provided the 
lion’s share of profits in the past two 
years). 


y/ . bn hi ii / If everything were to “click,” and 
- Ah his is possible in 1961-62, Erie Re- 
e id On CHEW Li ‘ sre enemas saa Pi cake 


siderably more than the 1961 potential 
I expect a cash dividend to be de- 


C7 * clared this coming year. Erie, in- 
vorporation : cidentally, is one of the smaller 


yee AMM 


electronics companies which didn’t 

participate in last spring’s wild boom. 

The stock has sold between roughly 
5 and 12 in the past five years. 

é ’ priced issues, - 

listed on the New York Stock Exchange ec ae iat aa a 

be a very interesting long-term spec- 

: ulation. Last year’s earnings were in 

31 the 90c to $1 per share area, in- 

ST cluding about 10c per share of capital 

; gains, whereas 1959 earnings of 93c 

ANNUAL REPORT : per share included some 66c of capi- 

tal gains. Apart from these interest- 

ing numbers, it seems to me that 

for the vear ended December 31, 1960 there are two important factors: 1) 

. Continental has been able to com- 

available upon request pete successfully against the majo. 

air lines in the past. While such 

competition undoubtedly will increase 

65 BROADWAY. NEW YORK 6.N.Y. : in 1961, the fact remains that Con- 

; tinental has one of the lowest break- 

even points in the industry. 2) In 

the near future, the CAB is expected 

to rule on the company’s application 


| for routes from Houston to Los An- 
geles. A favorable decision is con- 
| sidered quite possible. 
Celanese’ 1960 earnings may be in 
9 the area of $2.10-$2.25 per share as 
4 compared with $2.44 in 1959 and sales 


will be up slightly. The significant 
An Opportunity to Test Our Forecast Skill! aspect of this showing is that the 


earnings decline is apparently due 
The stock market action of recent weeks clearly surance that for the next 30 days, at least, you almost exclusively to extraordinary 
indicates the possibility of a dynamic reaction will be among the first to receive any warnings ; 
ahead, Would you like to have us notify you when __ that may be sent out development expenses on the com- 
we think this will occur? This Special Dollar Offer to become a trial sub- < Vo 7 — < ota thic 
os scriber and sample our complete investment serv pany s two new fibers (Fortrel, which 
Our ‘Dow Theory experts have been amazingly ice places you under no obligation Have the peace competes with Dacron, and Darvan. 
accurate in predicting major market moves, as of mind that can only come from knowing that, ¢ 
thousands of regular subscribers will attest no matter what happens to the stock market, the | which competes with Orlon). These 
'hree weeks before the great 1929 market crash wisdom and counsel of a reputable investment 
the Dow Theory clearly signaled the coming col.  8€TVice is on hand to guide and help you amounted to about 60c per share. 
lapse. More recently, we were able to help our rT E uall y si nifi ant a Ss Ci l ro- 
subscribers sidestep the declines of 1948, 1953 and AND WE SEND YOU ALL THIS TOO! q “ y & © d these poca: P 
1957 and cash in on the great rises of 1953, 1956 With the Weekly Forecast, sent to you each motional expenses are expected to 
and 1958 Friday, you will also receive such things as: (1) . . . . 
Our Stock Service Digest, a weekly consensus of | decline in 1961. This, together with 
You can be included in our ‘‘private warning what 18 other leading investment services are = ho we oo 
system’’ by simply becoming a trial subscriber to | recommending; (2) Our Private Market Commen- the possibility that the textile cycle 
the Dow Theory Forecasts Investment Service for su 4 vt} ‘on Stock Re En. ee will turn in the second quarter, in- 
the next 30 days. All we ask is one dollar to urveys> % arow ~~ SCORER CR IONS : 
cover the cost of postage and handling. And as a (6) Model Stock F ortfolios; (7) Over-the-counter | dicates that 1961 could be a better 
Special BONUS, if you act , we will also send : es ‘ear i , : 
aes Sk Sih Se Gal, Gur Eeaenien poy And in addition, you will receive by return, mail year. Incidentally, Celanese has an un- 
5 . srr ‘we c ann . as a@ specia mus, our report on e ¢ NE . - ims: “O1 “ni ~~ H 7 
consttliattes “ah myths Sieuke Game ie ae. So STOCKS for profit possibilities. This is an unusual consolidated foreign earnings equity 
> diye , pre % an excep- opportunity to test the skill and forecasting ability . . : Th 
tional opportunity (offer to new trial subscribers pees of the country’ s leading investment services of better than 80c a share. e $1.20 
only) to try one of the country’s leading invest- 


with our compliments. No salesman will call. This dividend appears secure and new 
ment services directly by mail, and have our as- offer open to new trial subscribers only 


financing is not believed likely in the 
pocsosssooosoosoeSPECIAL DOLLAR OFFER eooocesosossss=es | car future. 

Last year, a heavy institutional and 
speculative interest developed in the 
printing and publishing stocks and 
properly so, for this is one of Amer- 
ica’s fastest growing industries. In 
this connection, Miehle-Goss-Dezxter, 
around 36, could be a very interest- 
ing long-term commitment in an 

(CONTINUED ON PAGE 48) 


A diversified, closed-end investment company 


MG CR a 


DOW THEORY FORECASTS, INC. NAME 
17 E. 48th St., Dept. F2-1, New York 17, New York 


' 
' 
| 
(Please Print Plainly) ! 
+ 
I want to find out whether your Dow Theory Invest- ADDRESS 4 
ment Service is as profitable and dependable as you nee a 
say. Please send me your Weekly Forecasts and other + 
ee for the next 30 days to the address os 1 
ri lso send me your latest report ‘‘7 STOCK: CITY 7 
FOR THE NEXT BUYING OPPORTUNITY.” I aes 1 
one dollar to — cover the cost of postage and han- 
dling. (If not de an — oe at Mee — . 
during this trial period, please advise us, and we wi - i 2 
even refund your dollar for postage and handling.) ZONE STATE ' 
' 
é 
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Special New Year Offer 


SUMMARY OF ADVICES 
FOR 1961 


On 1000 Stocks in 62 Industries 
Plus 50 Special Situations 





There are well-grounded reasons to expect that 196] 
will be an especially rewarding year for investors who 
rigidly adhere to objective standards of evaluating 
stocks. 

Moreover, this should be true despite the fact that 
many individual stocks and industries are still in for 
difficult times. 


Looking beyond the shorter-term ups and downs of 
the market—which are often dangerously misleading 

-new Value Line research findings indicate that a 
number of stocks, after the substantial price decline of 
1960, are again approaching realistic price levels. 

To identify the stocks which are now reasonably 
priced and those most likely to outperform the whole 
market, send for Value Line’s new SUMMARY of all 
forecasts for the coming year . . . for each of 1050 
stocks under regular watch! 


You will also receive all the new Value Line Rank- 
ings—which group these 1050 stocks according to 
their expected performance. 

As a matter of record, the extent to which the stocks 
in the highest-ranking group (Group I) outperform 
those in the lowest-ranking group (Group V) is a 
source of great pride to Value Line—and extraordinary 
value to its subscribers. (The audited results will be 
submitted to you for your appraisal.) 

In view of what has just taken place in the stock 
market. use the SUMMARY to check your present 
stocks immediately—and all at the same time. See how 
each one now ranks for (a) Probable Market Per- 
formance in the Next 12 Months, (b) Safety, (c) 
Income and (d) 3- to 5-Year Growth Potential. (These 
Rankings are provided only by the Value Line Survey. } 

Here in one convenient SUMMARY you will have 
the conclusions reached in the full 1400-page Value 
Line Survey. With these ADVICES you can now 
choose the strongest and safest stocks on the basis of 
objective and current measurements of value. 


COMPLIMENTARY 


To help you invest more profitably in 1961. we will 
send you, without charge, not only this new SUM- 
MARY OF ADVICES, but also the other complimen- 
tary Reports listed below 
Guest Subscription also described below. 


(l) THE SUMMARY OF ADVICES FOR 1961 
described above. 
80 FULL-PAGE REPORTS on selected stocks 
in key industries. 
UPHEAVAL IN METAL STOCKS—Value 
Line’s special report on the new dangers in 
world metal markets. 





(4) ALSO FREE WITH THIS OFFER: 


Arnold Bernhard’s new book (regular $3.95 
edition published by Simon & 


“THE EVALUATION OF COMMON 


clothbound 
Schuster } 
STOCKS.” 











—all in conjunction with the 


And for only $5 (less than half the regular rate) 
you will receive a special Guest Subscription, including 

(a) the next 4 Weekly Editions of the Value Line 
Survey with full page reports on each of 300 stocks, 
(b) a new Special Situation Recommendation, (c) 4 
“Especially Recommended Stock-of-the-W eek” Reports, 
id) Business and Stock Market Prospects (weekly). 
(e) List of Best Stocks to Buy and Hold Now (weekly). 
(f{) The Value Line Business Forecaster (weekly), (g) 
Weekly Supplements, and (h) 4 Weekly Summary- 
Indexes including all changes in Rankings to date of 
publication. 


To take advantage of this Special Offer, 
fill out and mail coupon below 


Vame 


{ddress 


City Zone State 


Send $5 to Dept. FB-170L 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by 
ARNOLD BERNHARD & Co., Inc. 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y 
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HOW WOULD You INVEST 


*6,000? 


Let’s say you have the problem of find- 
ing the best way to invest $6,000 (nice 
problem)! How would you do it? Per- 
haps you would like the safety of bonds, 
or perhaps you feel that you have enough 
knowledge of the market to try common 
stocks. Then again, your choice might be 
a small (very small) piece of real estate. 
Think it over... it isn’t easy to decide, 
especially if you really could use the ex- 
tra income from your investment. 


If you ever do have such a problem, we'd 
like to show you how hundreds of busi- 
nessmen from coast to coast have in- 
vested $6,000 cash and have experienced 
an average return of over $100 A WEEK 
on their investment. No gimmicks... 
just a sound business investment in a 
neighborhood coin-operated ECON-O- 
WASH laundry. An unattended franchis- 
ed ECON-O-WASH laundry takes up so 
little of your time that there’s no thought 
of leaving your present job, so that 
$100.00 a week is extra income. With no 
obligation, send for our free booklet. It 
gives the fascinating ECON-O-WASH 
story in greater detail, and may show 
you the way to the most solid investment 
you will ever make. Write for: 


BOOKLET FB-21, SMALL EQUIPMENT SALES 
AMERICAN LAUNDRY MACHINERY IND, 
CINCINNATI 12, OH10 


ANTICIPATE COMMODITY TRENDS WITH 


COMMODEX 





Detect big profit moves in futures seven times out 
of ten with COMMODEX trend signals. Daily air- 
mail bulletins enable you te follew active contracts 
in 21 markets. Weekly 3-color charts help forecast 
trends. Comprehensive text explains everything you 
need te knew about futures trading for profit. Send 
for bulletins, charts, full details. 


COMMODEX 


. Broadway, New York 7, Barclay 7-6730 


NVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters. 
Pay only actual market price. 


Save From 1/3 to 1/2 Write for Catalog 46 


EMPIRE piamonp corp. 


Empire State Bldg., Sth Ave., at 34th St., N.Y 


oe COLUMBIAN 


CARBON COMPANY 


One-Hundred and Fifty-Seventh 
Consecutive Quarterly Dividend 














A quarterly dividend of 60 cents per 
share on the Capital Stock of the 
Company will be paid March 10, 
1961 to stockholders of record at the 
close of business February 15, 1961. 


RODNEY A. COVER 
Vice-President— Finance 





L. O. HOOPER 


Believing Where We Cannot Prove 


ONE way to interpret the recent be- 
havior of stock prices is to cite the 
recently oft-forgotten traditional con- 
cept of investor behavior. The classic 
idea, so popular in the first and sec- 
ond decades of this century, was that 
the stock market discounted events 
in advance of their occurrence. It 
was supposed to go down before a 
depression or a recession started, and 
reputed to begin to go up while busi- 
ness still was flat on its face. 

This concept has not been so popu- 
lar in recent years, because we have 
not had our former violent upheavals, 
either in business or in stocks. Many 
newer investors, drawing on their ex- 
perience in late years, think the mar- 
ket is more dependable when it re- 
flects than when it discounts. They 
are a little suspicious of the discount- 
ing process, and reluctant to admit 
that the behavior of the mass, in the 
investment world, represents any de- 
pendable intuitive wisdom. 

Be that as it may, it seems to me 
that the only way to explain the bet- 
ter behavior of stocks, and especially 
the better action of cyclical issues, is 
to recognize that, right or wrong, 
those who have been buying equities 
of late are convinced that business 
is about to get better. In other words, 
the stock market is discounting busi- 
ness improvement in advance rather 
than waiting for tangible and statisti- 
cal evidence of recovery. 

What we are doing, 
the words of the poet, 
where we cannot prove. In a broad 
way, it may be said that the stock 
market seems to believe 1) that this 
recent recession will not feed on it- 
self because personal incomes are 
well maintained, 2) that industrial 
and personal inventories are getting 
down to a level where they will be 
replenished, 3) that the new Adminis- 
tration’s antirecession measures will 
prove effective, 4) that plentiful funds 
for business will have the opposite 
effect from what scarcity of funds 
had a few months ago, and 5) that 
industry's efforts to improve profit 
margins will accomplish their pur- 
pose. 

Whatever else this state of mind is 
doing, it is having an influence on 
the plans and attitudes of business- 
men. Most executives watch the 
stock market as well as their orde1 
books; and some of them believe the 
stock market more than they believe 
their own orders. I am_ inclined, 
therefore, to go along with investor 


therefore, in 
is believing 


intuition and 
pect better busi- 
ness in the next 
60 to 90 days in 
spite of poor sta- 
tistics now. As is 
the case in the 
stock market, I 
am believing where I cannot prove 

Looking further ahead, four or five 
or six months, I wonder whether we 
may not in the intervening period, 
over-discount the extent of the im- 
provement and _ over-discount the 
business community’s acceptance of 
the programs of President Kennedy. 
Without trying to be accurate mathe- 
matically, I can conceive of the DJ in- 
dustrials between now and Easter go- 
ing to the 660-680 area, later receding 
(possibly during the summer) to 
590-600. Fundamentally, I am stick- 
ing to my oft-expressed idea that 
1961 will be neither a year of boom 
nor a year of bust, in the stock mar- 
ket or in business. Business will be 
better, but it won't boom. What in- 
dividual issues do will be much more 
important than what the nebulous 
and heterogeneous thing called “the 
market” does. 

For some time I have been favor- 
ing cyclical or conventional stocks 
over glamour issues and _ so-called 
growth stocks, especially growth 
stocks selling at fantastic price/earn- 
ings ratios. To some extent, the mar- 
ket recently has been dancing more 
to my tune. I would like to say now 
that I think we soon should begin to 
be more selective about even the 
cyclical issues. In this connection, a 
better case can be made for ma- 
chinery issues than for the steel and 
copper shares. 

Unless the public has been misled, 
the new Administration will liberalize 
depreciation allowances on new ma- 
chinery. It will do this not only to 
stimulate business but also to make 
American plants more competitive 
with factories overseas. Incidentally, 
our depreciation allowances are not 
as liberal as those of Sweden, France. 
Germany, Italy and England. Our 
balance of payments problem (often 
miscalled our gold problem) demands 
that we maintain and increase ex- 
ports: and we can best do that by 
remaining competitive and becoming 
more competitive. 

Beneficiaries of 


exX- 


more liberal de- 
preciation allowances on machinery 
logically should be such companies 
as Cincinnati Milling Machine (the 
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best of the machine tool companies), | 


Joy Mfg., Chicago Pneumatic Tool 
(an excellent value at under 30), 
Ingersoll-Rand (an institutional qual- 
ity stock), Ex-Cell-O and perhaps 
speculative Baldwin-Lima-Hamilton. 
Some of the smaller automation com- 
panies might come to life. 

I like these stocks better than the 
cyclical stee's where I expect the re- 
covery to be slow, or the coppers 
where oversupply of metal probably 
will prevent the price of the product 
going very high. I like them better 
than the motors, because I expect 
nothing more than an average auto- 
mobile year in 1961. 

The construction industry also looks 
good. Residential construction prob- 
ably will not do as well as public 
works, roads and slum clearance, but 
home building should pick up a little 
too. Stone & Webster provides a good 
dividend return and represents a good 
construction outfit. Mack Trucks and 
Caterpillar Tractor should benefit 
from road building. Utah Construction 
(52), mentioned at around 4242 in 
the December 15th column, also is 
interesting. I note more interest in 
the cements with General Portland 
Cement most frequently mentioned 
by analysts. 

Kerr-McGee (74), mentioned at 48 
in the issue of November 1, is doing 
even better than I expected. Earn- 
ings for the year to end with June 
could be around $6.50 a share on a 
reported basis and close to $20 a 
share on a cash-flow basis. Much of 
this is coming from uranium. 
like G.D. Searle (79) in spite of the 
fantastic price at which it is selling in 
relation to earnings. The company’s 
new contraceptive pill is likely to 
come in for challenging publicity. . . . 

I hate to mention Chrysler (40) be- 
cause it has been such a uniformly 
disappointing stock, and because I 
have been so wrong about it for so 
long. It should be pointed out, how- 
ever, that for seven months someone 
has been able and willing to absorb 
all the stock offered in the 38-42 
range; and that some group of inves- 


tors probably now owns at least ten | 
as much stock as the small | 
amount owned by the management. 


times 


I am intrigued... . 
There has been some persistent and 
substantial buying by usually conserv- 


ative people in Minerals & Chemicals | 
(21). Earnings prob- | 


Philipp Corp. 
ably are around $1.70 a share against a 
50c dividend rate. The main business 
of the company (which is now about 
80% Philipp Bros. and not more than 
20% old Minerals & Chemical) is 
dealing in ores and metals all over 
the world. A big growth fund has 
bought a big block of this stock. 
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in 1961 


Not recommended. 


on brokers, take notes? 


chant, chief? 


Best way? Easiest? 





How to pick a Broker— 


Tackle the classified with blindfold and straight pin? 


Hold party for stock-owning friends, start discussion 


Too expensive—party, that is. 


Make neighborhood survey, ask doctor, lawyer, mer- 


Results not conclusive, difference of opinion, 


Just call, come in, or write— 


Josep C. QuINN 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and other principal 
Stock and Commodity Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
138 offices in U.S., Canada and abroad 








MAKE YOU A 
BARRON'S 
SUBSCRIBER 


For the Next 17 Weeks For $5. | 


Here is a way to discover, at low cost, how 
Barron's National Business and Financial 
Weekly gives you complete financial and in- 
vestment guidance—the equivalent of nu- 
merous special services that cost much more. 
A trial subscription—17 weeks for only $5— 
brings you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight... 
the investment implications of current politi- 
cal and economic events, and corporate ac- 
tivities .. . the perspective you must have to 
anticipate trends and grasp profitable invest- 
ment opportunities ... the knowledge of un- 
derlying trends, immediate outlook, vital 
news and statistics, which indicate the real 
values of stocks and bonds, real estate, com- 
modities. Compactly edited to conserve your 
time, yet keep you profitably informed 

No other publication is like Barron's. It is 
especially edited for the man who is worth 
over $10,000, or who saves $1,000 or more a 
year. It is the only weekly affiliated with 
Dow Jones, and has full use of Dow Jones’ 
vast, specialized information in serving you. 

Try Barron's and see for yourself how this 
complete weekly financial news service gives 
you money-making, protective information 
you need in managing your business and in- 
vestments wisely, profitably, in the eventful 
weeks ahead. 

Only $5 for 17 weeks’ trial; full year’s sub- 
scription only $15. Just send this ad today 
with your check for $5; or tell us to bill you. 
Barron’s National Business and Financial } 
Weekly, 392 Newbury Street, Boston 15, Mass 
F-21 ' 
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Help yourself to the hearty hospitality of 
the largest hotel in town, the Sheraton- 
Jefferson, famous for modern comforts and 
mid-city convenience. Free TV and radio, 
air-conditioning, 3 fine restaurants. Nearby 
parking 

For Reservations RATES FROM 
confirmed 
in 4 seconds by 
RESERVATRON, 


$690 
Call your nearest Sheraton 


Hotel or reservation office. SINGLE 


SHERATON- 
JEFFERSON 
HOTEL ST. LOUIS 
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| WeCan | 
| Help You | 
| Select Stocks | 


in 1961! | 


——— 


the Bache selected list 
| nineteen sixty-one . 
volume one * * 


———— 





Bache Selected List 
now ready - 52 Pages 
of Recommendations 

covering over 500 
Stocks in 42 Industries 
A valuable guide to every 


investor, our Selected List 
gives you Buy, Switch and 


over 900 actively-traded 
stocks . 


suggestions for possible 


. quality ratings, 


gains, growth, or good 
current income. Ask your 


for a copy, or mail coupon. 


| ocal Bache Representative 


BACHE& Co. 


Members New York Stock Exchange 


& other leading exchanges 


36 Wall St.. New York 5 
Digby 4-3600 


Address replies to Box 400, 
Wall St. Station, New York 


Hold recommendations on | 


Please send a copy of the Bache Se- 
lected List to 
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by HEINZ H. BIEL 


Market Facing Critical Period 


BASED on precedent, odds are heavily 
in favor of a sizable mid-winter de- 
cline after completion of the seasonal 
rally which usually reaches its peak 
in January or February. According 
to a recent technical study analyzing 
stock market fluctuations since 1933, 
prices declined in 24 of the last 28 
years, the average loss from the win- 
ter high to the winter low being 
1042°,. Should this pattern repeat 
itself in 1961, a decline of 10°; from 
present levels would carry the DJ 
industrial average back near the lows 
of last October. 

Although it is possible that this 
year will be an exception and that 
there will be either no significant cor- 
rection at all during the coming win- 
ter months or that it will be of less 
than average extent, it seems to me 
the market may prove vulnerable fo 
a number of reasons. 

The January advance was accom- 
panied by very heavy volume, aver- 
aging a hefty 4 million shares a day. 
Obviously, a lot of buying power has 
been absorbed, and just as there was 
evidence of an oversold technical con- 
dition last fall, the market now shows 
signs of being overbought. 

The business picture is anything 
but rosy and it is not likely to get 
much brighter in the weeks ahead. 
It is true that there is a great deal of 
confidence that a turn for the better 
is near, but so long as confidence is 
not backed by tangible evidence, 
doubts are liable to creep up when 
business and employment statistics 
continue unfavorable. 

Only a few fourth-quarter earnings 
statements are on hand so far. Many 
of them are worse than had been esti- 
mated. It is questionable whether the 
hopeful optimism displayed by in- 
vestors in recent weeks will be strong 
enough to shrug off the poor results 
for 1960. Thus, altogether, there are 
a number of reasons for some cau- 
tion at this time and new purchases 
should be made with care and dis- 
crimination. 

In the past couple of years Wall 
Street has become wildly enthusiastic 
over the book publishing industry 
which heretofore had not been con- 
sidered within the investment domain. 
A number of privately owned com- 
panies “went public” to take advan- 
tage of this happy turn of events and 
these offerings have become fabulous 
successes—Random House, Western 
Publishing and Pocket Books, to men- 
tion but a few. Price/earnings ratios 


of 30 to 40 are by 

no means excep- 

tional. It remains 

to be seen whether 

the industry can 

live up to the high 

expectations of its 

followers and com- 

bine continuing rapid growth with 
comparative immunity to general 
business conditions. 

Meanwhile, it seems to me, Wall 
Street is paying scant attention to 
the giant of the publishing industry, 
Time, Inc. (85), whose excellent rec- 
ord and superior financial strength 
entitle it to a solid investment rating. 
One reason for the comparative neg- 
lect of Time may be the fact that the 
stock is unlisted and that its market, 
despite a capitalization of nearly 2 
million shares, is quite narrow. An- 
other, probably more important rea- 
son, is that Time is primarily a pub- 
lisher of magazines, not books, and 
that magazines depend heavily on ad- 
vertising revenues which, in turn, are 
not immune to changes in general 
business conditions. 

Last month Time announced the 
formation of a book division to put 
this phase of its operations on a regu- 
lar programmed basis, starting out 
with a “blockbuster” of a World Atlas, 
selling initially at $20, with a first 
printing of 300,000. Time’s goal fo 
1961 is some 4 million books, which, 
if attained, would rank it among the 
top six book publishing firms in the 
United States. With its proven pro- 
motional and merchandising ability it 
would seem highly probable that the 
company will make quite a splash in 
this field, and I would expect it to be 
profitable. 

Although Time’s activities also in- 
clude four radio and four television 
stations, a wholly and a partly owned 
paper company as well as a 45° in- 
terest in the 48-story Time & Life 
Building at Rockefeller Center, ad- 
vertising revenues, of course, will 
remain the key to the company’s prof- 
its. Recently posted rate increases 
should result in higher earnings in 
1961. For the current year net income 
may exceed $6 a share against an esti- 
mated $4.75 for 1960. 

Dividends which have been paid 
since 1930 should at least equal the 
$3.25 distributed in each of the past 
three years. Eventually the stock may 
be split and listed on a major ex- 
change, which would greatly enhance 

(CONTINUED ON PAGE 49) 
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—= NEW STUDY JUST RELEASED! 


A STRATEGY OF DAILY STOCK MARKET 
TIMING FOR MAXIMUM PROFIT 


by Joseph Granville 

















“This is perhaps the 
most exhaustive dis- 
cussion of technical 








stock market analysis 





4n exciting new theory of market forecasting . . 
BARRON’S Confidence Index 


WHICH SHOWS HOW IT IS POSSIBLE TO MAKE MONEY 
IN 4 DOWN MARKET! 


An Investor's Dream Come True! 


Simple Way Helps Indicate the 
Extent and Timing of Stock Price 
Changes on a Daily Basis! 


As set forth in the first complete Report on the 
Granville Theory—the new, highly effective invest- 
ment strategy now widely regarded as the most 
important advance in market prognostication since 
the Dow Theory. 


With this Report as your guide, you can quickly 
learn how to identify and correlate specific market 
indicators to help determine in advance whether 
you should BUY, SELL, or HOLD a particular 
stock. This knowledge helps you to time your 
market actions with precision. It also helps you 
eliminate guesswork from your decisions and may 
enhance your chances of making market gains. 


In the months ahead, think what it could mean to 
you to anticipate possible turning points in the 
market, avoid being “locked in.” This remarkable 
Report also shows you 


e the 6 most important things to look for in the 
financial section of your daily newspaper. You 
see how to use them to arrive at a daily market 
indicator based on mathematical probability. 


how to use the Barron’s Confidence Index in 
estimating the timing of price advances and 
declines. 


how the Granville Theory lets you evaluate not 
only the small day-to-day “ripples’’ in price 
movement, but also the long-term ‘‘waves”’ 
over 3 to 6 months or more. 





JOSEPH GRANVILLE, one of Wall Street's 
most astute market analysts, writes the 
widely-followed E. F. Hutton famous New 
York Morning Market Wire. Out of his 
wide experience he has developed a com- 
prehensive theory of market forecasting 
together with a series of daily market 
action formulas. The theory, in practice, 
sharpens market timing to a point never 
before achieved. 











published in the last 
25 years. If you are a 
lay investor, the book 
will clarify much that 
may have puzzled you 
before. If you're a 
professional, it will be 
a welcome refresher 
course. It’s been very 
helpful to me.” 

From a review in 
FORBES by John W 
how to “hear what the Schulz, a partner in 
market is saying”’ and Wolfe & Co., members 
how to decode these of the New York 
““messages"’ and conclude Stock Exchange 

what the market may do 


. using the 











the next day. 


how the Granville Theory keeps emotionalism 
out of your decisions . . . with the objective of 
avoiding the error of buying at or near the top 
of the market or selling at or near its bottom. 


what signposts warn you when the market may 
top off, or hit a low just prior to another rise 
- - » something the average investor seldom 
learns how to do. 


when it is considered prudent to stay out of 


the market as well as when the time is ripe to 
move in and buy with confidence. 


how to construct the correct timing formula 
for market action on any given stock at any 
given time. 


how to use Granville’s unique ‘‘Trading Calen- 
dar’’—an almanac of seasonal stimuli and when 
to _ or sell in order to realize maximum 
profits. 


ONE MONTH FREE-EXAMINATION PRIVILEGE 


You should be able to profit handsomely from the timing 
formula aids found only in this Report. Learn the principles 
behind the Granville predictions. Without spending a cent, 
take one full month to test this new daily forecasting guide. 
Use the coupon to receive your copy of STRATEGY OF 
DAILY STOCK MARKET TIMING FOR MAXIMUM 
PROFIT. Use the Report one month free of charge. Pay for 
it only if you decide to keep it. The price is $12.50. Other- 
wise, return the Report and owe nothing. We urge you to 
mail the Reservation Coupon at once. , 


ramome RESERVATION COUPON—MAIL ans 


PRENTICE-HALL, INC., Dept. 5254-BI 
Englewood Cliffs, N. J. 


Please send me a copy of the Report—STRATEGY OF DAILY 
STOCK MARKET TIMING FOR MAXIMUM PROFIT by 
Joseph Granville—for one month's Free Examination. In that 
time I will either return the Report and owe nothing, or keep 
it and remit the price of only $12.50, plus postage 


Name 
Address 


City Zone State 


SAVE! If you send $12.50 now, we'll y postage 


Refund and same return privilege guaranteed 











1961 WARNING 


from The 
Wall Street Journal 


During the next three months, you 
will need to keep up to the minute on 
news affecting your future and the fu- 
ture of your business. 

Because the reports in The Wall Street 
Journal come to you DAILY, you get 
the fastest possible warning of any new 
trend that may affect your business and 
personal income. You get the facts in 
time to protect your interests or to seize 
quickly a new profit-making opportunity 

To assure speedy delivery to you any- 
where in the United States, The Journal 
is printed daily in seven cities from coast 
to coast. You are promptly and reliably 
informed on every major new develop- 
ment regarding Prices, Taxes, Consumer 
Buying, Government Spending, Inven- 
tories, Financing, Production Trends, 
Commodities, Securities, Marketing and 
New Legislation. 

The Wall Street Journal has the largest 
staff of writers on business and finance. It 
costs $24 a year, but in order to acquaint 
you with The Journal, we make this 
offer: You can get a Trial Subscription 
for three months for $7. Just send this ad 
with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y FM 2-1 











Opportunities in WARRANTS 


if you are interested in moking each $1 do 

the work of $100 or $1,000 in a rising 

morket—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

hould not miss the most widely-praised and 

only full-length study of its kind—''THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 
ou should know about, send $2.00 to 
. H. M. Associates, Dept. 

F-172, 220 Fifth Avenue, New 

York 1, N. Y. or send tor 

free descriptive folder. 











Uniteo States Lines 


Company 
Common 
Stock 
DIVIDEND 


Se 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable March 3, 1961, 
to holders of Common Stock of record 
February 10, 1961. 

THOMAS R. CAMPBELL, Secretary 
One Broadway, New York 4, N. Y. 





INVESTMENT POINTERS 


by J. DONALD GOODWIN 


Time to Look at the Chemicals 


CoNnTINUING the theme of my last 
article in which I stated I thought 
many industries and individual com- 
panies were again attractively priced, 
I wish to comment in this issue about 
the chemicals. Generally speaking, 
overcapacity has plagued the chemical 
industry for some while and, as a 
result, most companies in this field 
have been caught in a cost-price 
squeeze. Accordingly, the stock prices 
of chemical securities have declined 
sharply during the last year or so. 
During recent weeks, however, many 
leading stocks in the group have 
begun to act better, and it is my 
opinion that their lows have been 
seen. It is possible several more 
months will be required to form a 
base. Nonetheless, it is my belief that 
leading companies in this field are 
once again attractive for long-term 
capital appreciation. The following 
are my selections for purchase now, 
with additional purchases warranted 
on reactions. 

Allied Chemical Corp. is one of the 
giants of the industry. In addition the 
company has a substantial investment 
portfolio, including, among others, 
400,000 shares of Owens-Illinois Glass, 
359,264 shares of American Viscose 
and 43,502 shares of Virginia Carolina 
Chemical preferred. 

The company’s expansion program 
has been sizable in recent years, with 
much emphasis on research and prod- 
uct development. Increased sales and 
earnings in future years should ac- 
crue therefrom. For 1961, sales and 
earnings are estimated at around $750 
million and $2.30-$2.40 per share, re- 
spectively. The stock was split 2-for-1 
early in 1960 and has since held in a 
range between 57-46. Indeed, it has 
held up better than the Dow-Jones 
industrial average and the majority of 
stocks in its group. Recent price. 54; 
dividend, $1.80. 

American Cyanamid Co. reached a 
high of 65 in 1959. It declined to a low 
of 39 last fall and, since then, has 
risen slowly but steadily to a recent 
price of 47, around which initial pur- 
chases appear warranted. Should the 
stock react several points from this 
level, to perhaps 45-43, additional 
purchases would appear decidedly 
attractive. The company is very well- 
run and, in my opinion, is one of the 
best in its field. I consider it an excel- 
lent stock to own for the long pull. 
In addition to producing plastics, basic 
chemicals, synthetic fibers, etc., the 
company is also a leading producer 


of ethical drugs. 
Present indicated 
annual _ dividend, 
$1.60; yield, 342%. 

Columbian Car- 
bon Co. has ad- 
vanced eight points 
since being rec- 
ommended here 
two months ago and continues to 
act very well. Another good year is 
indicated in 1961, which could result 
in an increase in the $2.40 annual divi- 
dend. Advise retention. 

Du Pont suffered a severe drop in 
price during the last year, having 
declined to a low of 178 in the latter 
part of 1960. It has since recovered to 
above 200, thus indicating a reversal 
of its long downtrend. However, the 
chances are it will react again to the 
190-195 area, as its recent recovery 
has been quite swift. On such a reac- 
tion, purchases ought to prove profit- 
able. The company is the undisputed 
leader in its field. Current annual 
dividend, $6.75. 

Harshaw Chemical Co., likewise 
declined during the last year or so— 
from a peak of 34 in 1959 to a low of 
18 last year. During the last ten weeks 
it has recovered to around 22-23 
where, in all probability, it also is in 
the process of reversing its long 
downtrend. The stock is speculative, 
but offers good possibilities for recov- 
ery in price during the next few years 
—-perhaps back to its former high. 
Meanwhile, the $1 annual dividend 
affords a yield of 4.5°.. Sales last year 
were $74.3 million vs. $69.9 million in 
1959 and $38.9 million in 1950. Capi- 
talization is small, consisting of $7 
million in funded debt and just over 
a million shares of common stock. 

Heyden-Newport Chemical Corp. 
is one of the few Big Board stocks to 
be selling today above its 1959 high 
The company is the result of a merger 
in 1957 of Newport Industries and 
Heyden Chemical and produces syn- 
thetic organic chemicals and naval 
stores and derivatives. The consolida- 
tion apparently has been a good one, 
as sales and earnings since the merge! 
have been trending upward, estimated 
at $60 million and $1.55 per share in 
1960 vs. $56 million and $1.19 per 
share, respectively, in 1959. A con- 
tinuation of this trend is indicated by 
the favorable technical action of the 
stock. It ought to be a good specula- 
tion. Price range since 1959, 25-13; 
recent price, 24; indicated annual 
dividend, 95c. 
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We Don’t Promise To Make You Rich 


If you want to be told which stock to buy today with assurance that its value will rise in 


any given period of time, we can't help you. 


Nor can we tell you whether the market will go up or down tomorrow, next month or next 
year. We are in the business of providing factual investment information. 


We publish, every month, a carefully researched and thoroughly objective survey called 


“AMERICA’S FASTEST GROWING COMPANIES” — 
ing the nation’s most dynamic companies . . 


sistent year-to-year gains in earnings. 


a factual report for investors, cover- 
. those enjoying the largest and most con- 


By concentrating on companies which are compounding their earning power and value at 
the highest rates, “AMERICA’S FASTEST GROWING COMPANIES” gives its subscribers 
a wealth of profit-making information. Here’s the record: 


PERCENT CHANGE IN MARKET PRICE 





Dow-Jones Industrial Average 


Investment Trust Average 


AMERICA'S FASTEST GROWING COMPANIES 
AFGC Stocks Bought by John S. Herold, inc. 


In showing you these figures, we DON’T imply 
that all you need do is copy our portfolio and 
automatically make money. You as an investor 
have your own goals and investment prefer 
which need not necessarily coincide 
with ours. (Subscribers have told us of even 
greater appreciation from some of their own 
selections. ) 


ences, 


All that we protess to do is to present a com 
pletely dispassionate survey of the earnings’ 
records of the nation’s leading money- 
making companies—148 of them as of this 
month—with comparisons and comments on 
how the market is valuing the stocks of these 
companies. 


REASONABLE GROWTH 
PROSPECTS REVEALED 


The prudent investor can apply this informa 
tion according to his own investment aims. 
und come up with reasonable expectations of 
capital growth among certain stocks. 


a contest of judgment between 
buyer and seller. AFGC focuses attention on 
the most important statistical facts relating to 
zrowth stocks and measures their relative 
standing on an objective basis. With this ob 
jective data clearly defined. an investor is in 


Investing is 


12 Months 
to 12-31-60 
—l0%, 
— 2% 
+32% 
+42%, 


12 Months 
to 12-31-59 
a 16%, 
+29%, 
+32% 
+ 90%, 





a better position to investigate other features 
of a company or stock and develop a balanced 
view on its probable value to him. 


HOW AFGC 
HELPS YOU INVEST 


Here is how “AMERICA’S FASTEST GROW 
ING COMPANIES” you useful data 


vou can apply to your own Investment ne eds 


gives 


e You see the stocks we pick for our 
own portfolio. Our thinking behind 
each transaction is explained, so that 
you may grasp the principle of stock 
selection which we follow 


You get a useful guide for your 
own stock selections. Background 
data for each AFGC listing includes 
net income per share for last six years: 
latest interim earnings: average rate 
of growth per year: latest dividend 
and yield: ratio of current price to 
latest profit; comparative market price 
(the relationships of the various stocks 
in terms of potential 1963 profits) 


You follow current developments 
affecting stock values. Each month. 
we review in detail current develop 





lf you are 


a serious investor 


ments and outlook affecting 
panies listed in AFGC. 


New growth stocks are added to 
AFGC as our research uncovers 
them, As the earnings’ record of a 
company meets our exacting standards 
of profit growth and potential earn 
ings, we add such companies to 
AFG( and give you a complete pro 
fessional analysis of them. 

Price record of AFGC stocks 
shows you which companies are 
gaining and which are faltering 
in the market. We show the dat 
each stock was first included in the 
price per share at that 
time, the current price, changes in 
price expressed in dollars and pet 
centages, with comparable percentage 
change in the Dow-Jones Industrial 
Average. 


service, its 


You learn what the “insiders” and 
the funds are doing with stocks 
covered in AFGC, Each month, you 
get a report on the recent transa 
tions in AFGC stocks by company 
officers, directors, large stockholders 
and various investment trusts 

You get a selection of “stocks for 
the bargain hunter.” We illustrate 
in AFGC, those instances where 
ent and future potential 
power of various companies are mod 
estly valued by the market 


THE CORE OF 
SUCCESSFUL INVESTING 


“AMERICA’S FASTEST GROWING COM 
PANIES” goes straight to the core of suc 
cessful investing concentrating on the 
progress, prospects and RELATIVE VALLES 
of the nation’s most dynamic companies 
companies which are ably 
robust markets for their products and are 
compounding their earning power and value 
at the highest rates 
Over a period of time 
vide the richest 
ippomtments 


pres 


earning 


managed, enjoy 


such « ompanies pro 


rewards and the fewest dis 


who does not have to be told what 


A GOOD SERVICE 


stocks to buy or sell, but prefers to make his own decisions on the 


basis of carefully presented facts, “AMERICA’S FASTEST 
GROWING COMPANIES” will be of unusual interest and value 
to you. See for yourself how AFG¢ 
tion of stocks for your individual needs, among companies whose 
earning power is growing at the fastest rates. 


FOR COMMON STOCK INVESTORS— 


@ is factual, unbiased and honest. 


ean guide you to the sele: 


@ reflects a profitable investment philosophy. 
lo start a 3-month trial subscription at the introductory price of 


® ; -dges > grave risks ¢ ’ PF se 
acknowledges the grave risks and potential disappoint $10 merely complete the order form below and return it to us now 


ments of guessing at the trend of the stock market or the 
future price action of individual stocks. 
clearly recognizes the fact that the market value of a 
stock is determined by its earning power. 


JOHN S. HEROLD, INC. 


25 Greenwich Ave. * Greenwich, Conn 


holds that the best stocks for price appreciation are those 


with the best prospects for growth in earning power. Please start my 3 month trial subscription to 


“AMERICA'S FASTEST GROWING COMPANIES" 


the monthly service which systematically uncovers the leading 
growth companies and keeps subscribers constantly advised on 
their progress and prospects. 


ignores weak or plodding companies and concentrates 
on those with histories of outstanding growth and the 
capacity for continued growth in the future. 

clearly acknowledges the fact that not every company 
with an outstanding past record will forge ahead in the 
future, but it does contend—and does prove—that the 
majority of such companies are profitable vehicles for 
investment. 


Name 
Please Print 
Compony 
Finally, the publisher of a good service will invest his 
money in the philosophy he espouses and report to his 
subscribers frequently and fully on his gains and losses 
in the market place. 
“AMERICA’S FASTEST GROWING COMPANIES” is this 


kind of service. 


Street 


City State G-F06 
C) Bill me for $10.00 [1] Enclosed is check [] Bill Company 
(Send payment with your order and we will include free our lotest 


“Panograph’’—oa pictorial presentation of relative standing of the 140-150 
stocks covered in AFGC.) 
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CURRENT RATE 
ON INSURED SAVINGS 


Qin 


Earnings paid or compounded quarterly 
Southern California 's oldest, 
one of the nation's largest savings 
and loan associations 
enenienteniediiehieiintencitinian 

In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the U nited 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 170 Million Dollars 


Bast Place Te Save Seace 1885 


Convenient postage hes mail service 
SEND COUPON FOR FULL INFORMATION 
P.O. Box F-2592, San Diego 12, California 


a 





Address - 





City 











woot» POINT & FIGURE CHARTS 


: 450 stocks charted short & 


: long-term + all analyzed - 
: a complete omen chart 
- inquire about our 


Tree) service 
introductory offer. DEPT. F-7 
|S VALUE) box 91, WALL ST. STA, WLY.C. 5 











COLUMBIA PICTURES 
CORPORATION 


a The Board of Directors at 
a meeting held today de- 
clared the regular quarterly 
dividend of $1.06'% per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable February 
15, 1961, to stockholders of 
record February 1, 1961 


LEO JAFFE 
First Vice-Pres. & Treas. 


New York, January 17, 1961 











TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ 


Repeat Performance 


THERE ARE, it seems to me, two basic 


| junctures in the price development 


of any stock where speculative pur- 
chases can logically be made in an- 
ticipation of a possible major uptrend. 
The first is reached when it becomes 
possible to identify the final low of 
the preceding major downtrend with 
a reasonable degree of assurance. 
The second comes when the rever- 
sal base that normally marks the 
transition from downtrend to up- 
trend has become large enough to 
carry major-trend implications and 
thus presumably has approached the 
completion (or “breakout”) stage. 
For a working specimen of the sec- 
ond alternative you might refer to 
the column of Sept. 15, 1960, which 
dealt with Freeport Sulphur at a time 
when the stock traded around 25}. 
The potential breakout point could 
then be clearly identified at 27, and 
the breakout did materialize in the 
final week of November. Although the 
stock continued its rise to 31 (where 
it had not exhausted its technical 
major-uptrend implications), even the 
relatively modest pre-breakout dis- 
count of 142 points was worth earn- 
ing. a) It amounted to 27% of the 
25-31 runup. b) It constituted a re- 
turn at the rate of 24% per annum to 
a September buyer, who c) would be 
well along toward a tax-favored six 
months’ holding period when the new 
uptrend became clearly apparent. (In 
passing, we might note that the Well- 
ington Fund reports having bought 
over 100,000 shares of Freeport dur- 
ing the September-November period. ) 
To examine an instance of a “first” 
buying juncture, we can go back to 
the column of May 15, 1960, which 
discussed the technical position of 
American Airlines (AMR), then 18- 
19 and currently about 222. It is now 
of more than academic interest. This 
situation is again of practical interest 
because the price action since May 


has_ corroborated 
and enlarged the 
original body of 
technical evidence 
and now seems to 
be moving toward 
a “second” buy- 
ing juncture. In 
order to maintain 
continuity, let me review briefly the 
technical evidence concerning AMR, 
as it looked more than eight months 
ago. (The P&F chart below is repro- 
duced exactly as it appeared then 
only the price action since May has 
been added, beginning immediately to 
the right of column 7, and a new tar- 
get in column 8.) 

1) The major downtrend had lately 
accelerated and dropped out of its 
trend channel (X-X1), which often in- 
dicates an impending trend reversal. 
2) The movement was settling into 
the price area where demand had 
been able to arrest and reverse the 
preceding major downtrend of 1955- 
57. 3) Assuming a longer-term up- 
trend remained in effect, it had seemed 
reasonable to expect that the 1959-60 
downtrend should cease and reverse 
at a somewhat higher level than did 
its predecessor and without first fall- 
ing through the long-term uptrend 
line (Al). 4) By the standards of 
Point & Figure chart analysis, the 12 
columns (Nos. 5 to 6) in the 1959 top 
suggested that the decline should not 
exceed 12 price units from the 28-30 
level, as indicated by the targets 
(shaded circles) at 16-18. 

All this added up to a pretty strong 
suggestion that the major downtrend 
should soon give way to the lateral 
trading-range movement character- 
istic of a reversal base. To indicate 
just how much new base develop- 
ment would be needed to permit even- 
tual projection of a P&F target above 


*Mr. Schulz is a partner in Wolfe & Co 
members of the New York Stock Exchange 
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the 1959 high—and thus to yield new 
major-uptrend implications—I plotted 
at that time a purely speculative pro- 
jection (dashed line from column 7 
to column 9) on the 21 level. I also 
speculated that the new base could 
evolve within a price range of, say, 
four to five points, which could offer 
trading opportunities to the in-and- 
outer. 

Now, eight months of base-building 
have furnished some added technical 
evidence. 1) The initial April low at 
18 was “tested” and remained intact 
during October and November, a per- 
formance superior to that of the indus- 
trial averages which dropped to new 
1960 lows in October. This looks sig- 
nificant too, if you consider that 1960 
earnings estimates were continually 
revised downward. In May, the Street 
expected little change from 1959’s 
$2.53 a share. By December they 
ranged from $1.80 to $1.50. (Current 
projections for 1961 seem to look for 
net profit around $2.20 and cash flow 
of over $7 a share.) 

2) Note the sharp rally (column 8) 
from the final November low at 18. It 
began at a point of contact with the 
long-term uptrend line (which actu- 
ally reaches back to the 1949 low on 
my chart) and so suggests that this 
trend remains valid. The rally also 
moved up through the major down- 
trend line (X); its sharpness was 
typical of important trend-line pene- 
trations and thus strengthens the as- 
sumption that the major downtrend of 
1959-60 has been or is being reversed. 

3) The rally in column 8 can also 
be interpreted as having completed 
a small base under 20, spanning eight 
columns (No. 7 to 8) and giving us a 
target at 26, eight price units above 
the bottom line. This base would sug- 
gest a 50% retracement of the 1959-60 
downtrend as an intermediate-trend 
probability. 

4) If the rate at which base devel- 
opment has proceeded to date con- 
tinues unchanged, the theoretical 
minimum projected on the 21 level 
would be reached about March. While 
base action often carries beyond mini- 
mum lateral dimensions, a quicken- 
ing pace of price reversals in the final 
stage of a base is a fairly common 
occurrence. 

5) From February 1960 (where our 
speculative base projection begins) 
until mid-January 1961, a total of 
some 2.2 million AMR shares changed 
hands in the 18-22 price range. Since 
this is somewhat more than 25% of 
currently outstanding common stock, 
a great deal of stock should now be 
lodged in relatively low-cost holdings; 
therefore, increasing demand would 
soon have to reach up to higher price 
levels. 
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fw Would you spend just $20 
for investment success 


Just $20 a year is all it costs to join some 65,000 investors who have learned 
to depend—come what may—on the facts and guidance they get from 
FINANCIAL WORLD and its Added Services for the margin of safety and 
profits they want for their investments. 


That’s because FINANCIAL WORLD is focused on bring- 
ing you Sound Stock Values, providing continuous 
direction on hundreds of issues. You also get detailed 
reports on selected securities . . . company and in- 
dustry surveys showing comparative stock merits... 
market outlook . . . developing trends . . . supervised 
groups of issues for every investment goal . . . special 
stock studies for action now . . . everything you need 
to make the best possible decisions regarding your 
securities in any kind of market. 


Your ‘20 Brings You... 
52 issues of FINANCIAL WORLD— 


America’s Pioneer Investment Weekly 
(Cost af newsstands, $26) 


Plus these ADDED SERVICES at no added cost: 


EACH MONTH for 12 months a supplement of INDEPENDENT AP 
PRAISALS of up to 1,800 listed stocks, detailed digests of prices, 
earnings, dividends—plus our own RatIncs of investment value 
(Similar guides cost up to $24 a year.) 


"STOCK FACTOGRAPH"’ MANUAL--320-page indexed review giv- 
ing 55,000 pertinent facts that highlight the good and bad points of 
2,000 companies and their securities. A ready reference of indis- 
pensable value. (Thousands sold separately at $5.) 


ADVICE-BY-MAIL as often as once a week for 52 weeks—our best 
opinion on whether to buy, sell, hold any stock you inquire about 
that interests you at the particular time. (Not available alone at 
any price.) 


BONUS—IF YOU ACT NOW 


You will also receive with your subscription, 
as our 58th Anniversary ift, this new 72- 
page handbook to profits “Your Step-by-Step 
Guide to Investment Success.” Not available 
for sale at any price 


YOU RISK NOTHING 


If this sounds like $20 that will increase your income, improve your 
portfolio and assure investment success . . . just return the coupon 
with your check. (A 6-months’ trial offer also includes the bonus 
and all the above services for only $12.) Check your preference 
Either offer carries an absolute money-back guarantee if not satis- 
fied in 30 days. 


L Dept. FB-21, 17 Battery Place 
New York 4, N. Y. I 
For payment enclosed send me a Free | 
Copy of “Your Step-by-Step Guide to 
Investment Success” | 


and enter my 
order for the following: 


| 0 1 year of Financia Wor p, including “Independent Appraisals,” “Stock | 
Factograph"” Manual, and Advice-by-Mail service—all for $20 

I © 6 months of FrnancrtaL Wortp, including all the above—for $12 
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Free booklet-prospectus describes 
The Common 
Stock Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 
and possible growth through com- 
mon stocks selected for their invest- 
ment quality. Mail this ad. 


Name 





Address 


DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 











vy. ROWE PRICE | 


CROWTH STOCK 
FUND, INC. 


LWA) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md 
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Weystone 


INCOME FUND 


A Mutual Investment Fund which seeks 
HIGH CURRENT INCOME from se- 
lected Stocks and Bonds without undue 
risk to capital. 
>< ipti 

For FREE descriptive Pro- 
spectus, mail this ad with your name 
and address to Dept. G-36 

THE KEYSTONE COMPANY 


50 Congress Street, Boston 9, Mass. 














Don't Guess about the 


-..- STOCK MARKET 


When to buy & sell is taught by 
original, 28 year old RICHARD 
D. WYCKOFF COURSE. (Not an 
advisory service.) Write for 
brochure F2 


WYCKOFF 


ASSOCIATES, INC 
Formerly of N.Y. City 


40 S. Fairview - Park Ridae. Ill. 





THE FUNDS 


Sales: 
IT’S ONLY MONEY 


Except in one crucial respect, the 
men who manage mutual fund port- 


folios and the men who sell fund | 


shares are all in the same boat. The 


exception, as last month’s release of | 


1960 sales 
money. 

In 1960, investors purchased nearly 
$2.1 billion worth of new fund shares, 
down 8% from 1959. Assuming an 
average 8° sales load is built into 
the total, this meant that the nation’s 
mutual fund distributors and sales- 
men also took an 8% cut in earnings, 
divvying up some $168 million in com- 
missions last year as against perhaps 
$182 million the year before. 

But for portfolio managers, 1960 
told a different story. Despite lower 
sales, total mutual fund assets climbed 
past the $17 billion mark for the first 
time last year, ending 1960 with an 


figures made clear, is 


estimated $17,025,684,000. This was | 


7.6°- above the total at the end of 
1959. Thus, assuming an average 0.5“ 
management fee, the nation’s portfolio 
strategists got 7.6% more for their 
labors, sharing in some $85 million in 
fees last year. 

The ability of management com- 
pany earnings to defy downturns in 
sales has another aspect. It helps ex- 
plain, for example, why the shares of 
publicly owned management com- 
panies command substantially higher 
price-earnings ratios than sales com- 
pany shares. 


Portfolio Management: 


CHANGING TIMES 


“IT was no longer in the mainstream.” 
So saying, Herbert R. Anderson, 
president of New York-based Group 
Securities, Inc. last month proposed 
to abandon the philosophy with which 
he got into the mutual fund business 
back in 1933. 

The philosophy was simple: instead 
of a broadly diversified portfolio of 
shares in many different industries, 
Group set up a number of different 
funds, each specializing in just one 
industry. In the 
course of the past 
28 years, the num- 
ber of Anderson’s 
specialized funds 
has steadied at 
14, from “autos” 
through “utilities.” 

In addition, there 
are two special 


bond funds (In- Herbert RK. Anderson 


Polaroid at10..... 
| Cae. ME ...... 


Yes—Polaroid once sold over-the-counter 
at $10 r share. I.B.M. once sold for $6 per 
share. Now you can discover the “blue chips 
of tomorrow” in their proving ground of to- 
day with the aid of our... 


NEW!! UNIQUE!! 
CHARTCRAFT 
0.T.C. REPORT 


Here is a field completely overlooked by 
the average investor. The over-the-counter 
market is your opportunity to discover little 
| known, sound growth stocks. With point and 
| figure analysis guiding you, you will be able 
|to pick low priced stocks getting ready for 
their upward move 


POINT & FIGURE 
FINDS SLEEPERS 


It is very simple to use the weekly Chart- 
| craft Service—you need not chart 
these stocks, although we give weekly price 
changes if you do. The report covers over 300 
stocks—also gives you our stock of the week 
as well as several other selections. When 
Chartcraft recommends a stock we tell you at 
what price to buy, at what price to sell and 
a trend reversal point which is similar to a 
| stoploss point. Here is a partial list of some 
of the almost 300 O.T.C. stocks listed in the 
| Chartcraft O.T.C. Service. See how many you 
know. Which are the sleepers of 1961? 
NATIONAL LIST EASTERN 
Maxson Acoustica 
MeLouth AssocTrp 
MerPub BaltPt 
MiehleGoss Banerofti 
MissShp BeautyC 
NatHomeB BelcoP 
NichFile BogueE! 
NAmCea Bowser 
Collyer 


PotashCe 
Purex 
Puroltr 


CanSuper 
ColStrs 
Cole0G 
ComGas 
CraigSys 
Cross 
DashBus 
Dietphon 





Magnetics 
MechHand 
MissileSy 
MooreHan 
NatPool 
OceanDri 
Paperer 
PepCoUB 


KearTrek 
Ketchum 


SilTrans 
StratMat 
Tayinst 
TropGas 
UtdPrint 


Weyerhsr 
Whiting 
Witeo 
Wurlitzer 
YubaCl 


SEND FOR 
YOUR $10.00 
TRIAL TODAY 
AND YOUR 
CHARTCRAFT 

BOOK 


FREE! 


Send $10.00 today tor your six-week trial subscrip- 
| tion to the Chartcraft O.T.C. Service and receive ou: 
| 64-page Chartcraft book, outlining the unique and 
profitable method of point and figure trading. Write 
| to Dept. F-18 


Charkerays 


INC. 
(Division of Business Reports) 
1 West Avenue, Larchmont, N.Y. 
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stitutional and Railroad). Anderson 
also runs a broadly diversified com- 
mon stock fund, a balanced fund and 
a general bond fund. 

Swap. But last month, Anderson 
asked his 52,000 shareowners to vote 
“yes” to a sweeping proposal that 
would merge 12 of his 14 special com- 
mon stock funds into the big, diversi- 
tied Common Stock Fund and his two 
special bond funds into the General 
Bond Fund. This is to be achieved 
through an exchange of shares on the 
basis of adjusted net asset values per 
share. 

Anderson pointed to two closely 
related factors in suggesting the re- 
organization. “We feel,” said he, 
“that the fund can no longer make 
money for itself and do a constructive 
job for investors through industry 
classes.” And that, indeed, appeared 
to be the case. In recent years, in- 
vestors much preferred to buy di- 
versity. Where assets of Anderson’s 
big common stock fund rose from $1.3 
million in 1950 to $73.6 million in 1960, 
the assets of his 12 now-to-be-merged 
special funds edged up from $41.4 mil- 
lion to just $45 million. 

Thus, if shareowners approve, as 
they are expected to, only two of 
Anderson’s special funds will retain 
their identities—Petroleum Shares 
and Aviation-Electronics-Electrical 
Equipment Shares. “The Petroleum 
fund,” said a Group Securities spokes- 
man, “is investing in an industry that 
ranks as the largest group on the New 
York Stock Exchange. The Aviation- 
Electronics fund is pretty much di- 
versified already, just as it is.” Both, 
he might well have added, are two 


funds which have managed to hold | 


onto their sales appeal over the past 
ten years. 
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400,000 SHARES 


Capital Stock (Par Value $1) 


ROWE PRICE NEW HORIZONS FUND, INC. 


A new investment company with the investment objective of increasing 
the capital of investors who do not need income and who can afford 
to risk their capital in a broad group of speculative stocks under ex- 
perienced investment management. 


OFFERING PRICE: Net Asset Value Per Share. There is no sales 
charge or commission in connection with this offering. 


MINIMUM INITIAL SUBSCRIPTION: $2,000 


REDEMPTION: The Fund is presently closed-end, but when its total 
assets aggregate $10,000,000, or on January 1, 1962, whichever 
is earlier, it will accept outstanding shares for redemption at Net 
Asset Value less not more than 1%. 


This offer is open only to residents of: 
Alaska 
Connecticut 
Delaware 
District of Columbia 
Maryland 


Nevada 

New Jersey 
New York 
Pennsylvania 
Virginia 


Prospectus on Request 


ROWE PRICE NEW HORIZONS FUND, INC. 
10 Light Street, Baltimore 2, Maryland 





Volatile World Events call for well-balanced dynamic portfolios. 
Meet these challenges today and profit with... 


BABSON’S DYNAMIC “10” FOR ’61 


; 10 Undervalued Growth Stocks 
10 Stocks for Income & Safety 
10 High Yield Bonds 
10 Stock Split Candidates 
10 Low-priced Speculations 


PLUS: more opportunities for the alert and courageous investor in 
“Defense Stocks” and a Babson's famous $20,000 sample portfolio. 
BABSON CLIENTS HAVE RECENTLY RECEIVED THESE RECOMMENDATIONS 


BABSON’S REPORTS Ine. _ wert. 


WELLESLEY HILLS 81, MASS. F-119 
The PERSONALIZED Investment Advisory Service 
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allied field. The company is bigger 
than Harris Intertype with whom it 
competes in about 60% of its business. 
The Goss division, which makes 
presses for newspapers and magazines, 
is understood to be sold out through 
1961 and into 1962. The Miehle divi- 
sion, which makes presses for com- 
mercial printers and book publishers, 
has about a three-month backlog: 
the English subsidiary (now being 
expanded) has a three-year backlog. 
The Dexter division, which makes 
folding machines and similar equip- 
ment, is a direct beneficiary of the 
growing use of automatic packaging 
equipment. 

Due to start-up expenses on new 
machines and heavy new product 
development costs, this year’s profits 
may be below last year’s $3.57 per 
share even though volume should 
remain around the $83-million level. 
But the long-term outlook is ex- 
cellent. A statistical comparison with 
Harris Intertype suggests that the 
value now accorded Harris in effect 
makes M-G-D “cheap.” 

As we go to press, the industrial 
average has reached what I had 
thought would be the first resistance 
area. Furthermore, the market is in 
what appears to be an “overbought” 
position just as it was in an oversold 
position when I was so bullish a few 
months ago. But I hesitate to talk too 
much about “the market,” for 1961 
will be as selective as 1960. 

In other words, while a_ trading 
reaction is always possible, there 
nevertheless will be individual star 
performers apart from the averages 
The incentive to search for this year’s 
success story is too great to disappear 
overnight. Moreover, my _ principal 
reservations with respect to the near- 
by market outlook revolve around the 
facts that: a) There now is a little 
too much unanimity of opinion on 
the bull side. b) The advance since 
December may have been a little too 
far and too fast. 

Any reaction would be natural and 
healthy, for a number of factors are 
still apparent on the plus side of the 
ledger. For example: The market has 
been correcting itself as it went 
along. . . . There’s no shortage of 
speculative capital or interest... . To 
the best of my recollection, impor- 
tant tops are not made on heavy vol- 
ume. . . . Our incoming Administra- 
tion will be a vigorous one, and is 
being accepted by capital. . . . The 
barometric rails such as the Atchison 
and Union Pacific have completely 
reversed their form and properly so. 


Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 44 
252 cents per share; 


4.24% SERIES 
Dividend No. 21 
26/2 cents per share; 


4.78% SERIES 
Dividend No. 13 
297/— cents per share; 


4.88% SERIES 
Dividend No. 53 
30/2 cents per share. 


The above dividends are pay- 
able February 28, 1961, to 
stockholders of record Feb- 
ruary 5. Checks will be 
mailed from the Company's 
ofice in Los Angeles, Fel 
ruary 28, 


P.C. HALE, Treasurer 


January 19, 1961 





h. J. Reynolds 


Tobacco Company 





Makers of 


| Camel, Winston, Salem & Cavalier | 


cigarettes 


| Prince Albert, George Washington | 


Carter Hall 
smoking tobacco 





QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable March 6, 
1961 to stockholders of rec- 
ord at the close of business 
February 15, 1961. 
WILLIAM R. LYBROOK, 
Secretary 
Winston-Salem, N. C 
January 12, 1961 


Sixty-one Consecutive Years of 
Cash Dividend Payments 
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its marketability and investment 
standing. At less than 15 times esti- 
mated 1961 earnings and yielding 
3.6%, the stock is an attractive in- 


vestment. THIS ISSUE 


Although interest in foreign secu- 
rities has increased in recent years, 
only few American investors are fa- 
miliar with SKF, the Swedish Ball 
Bearing Co., the dominant factor in 
the industry. Nearly twice the size INDEX OF FEATURES 
of Timken Roller Bearing, its nearest Readers Say 
competitor, SKF probably accounts Fact & Comment (Malcolm S. Forbes) . . 
for at least one third of the free The Market Outlook (Sidney B. Lurie) 
world’s production of bearings. Its 28 te ae eng (L. . — - 

hoe : SA. rope, ock Analysis (Heinz H. Bie 

— ( —_— - yw A ae _— Investment Pointers (J. Donald Goodwin) . 

anada, Drazil an ustralia) are Technical Perspective Wiohn W. Schulz) .... 
supplemented by a network of 300 The Funds 
sales agencies in 60 countries. Sales Thoughts 
probably approached $400 million last 
year, continuing an impressive growth 
trend while maintaining an enviable 
pre-tax profit margin averaging better 
than 20%. BUSINESS NEWS 

SKF reported a net income of $10.32 American Cyanamid Food Fair National Distillers 

a share in 1959 on the 3,120,000 shares Armour . 16 General Motors & Chemical 
? . aan ; : Atchison, Topeka & Santa Fe 7 Goodrich .. Rohm & Haas 
outstanding. These earnings are be- Bethlehem Steel 7 Grand Union 23 Safeway 
—_ of > _ orden .... pei ivan Great Atlantic & Pacific Tea St. Regis Paper . 3 
lieved to be materially understated — Soup ... . Group Securities .. 46 Standard Oil (New Jersey = 
due to liberal provisions under Swed- Cudahy Hygrade Food Products .. Superior Oil 
a ; , é , ; Imperial Oil Swift . 
ish laws with regard to inventory Dow Kewanee Oil de Union Carbide 
. : raginti - ie Kroger . ) U.S. Steel 
valuation, depreciation, special re ee wines lS = 
serves, etc. Adjusting reported earn- Morrell 
ings in accordance with American 
accounting principles, actual earnings 
of SKF may have amounted to about TABULAR COMPARISONS 
$13 a share. Similarly adjusted 1960 
“ . id e Corporate Earnings 8 Foreign Government Bonds 1 
earnings are estimated at over $15. Steel Company Comparisons 14 100 Largest Unlisted industrials. . .30, : 
Space limitations preclude a detailed 
analysis of all facets of this European 
blue chip. Suffice it to point out that COfUMNISTS’ COMMENTS 
its financial strength is outstanding, Allied Chemical Continental Air Lines Kerr-McGee 
with current assets of $265 million American Airlines du Pont Mack Trucks 
: es nae a American Cyanamid Erie Resistor Miehle-Goss-Dexter 
against current liabilities of only $65 Baldwin-Lima-Hamilton Ex-Ceill-0 Minerals & Chemicals 

Wi " Ras enabas Caterpillar Tractor .. 3 Freeport Sulphur 
re pa debt is an insig- Celanese General Portions Cement s 

ifics 5. illion. Chicago Pneumatic Tool : Harshaw Chemical 4 tone & Webster 
niticant $5 6 million . Chrysler ... 39 Heyden-Newport Chemical Swedish Ball Bearing 

SKF is presently selling around Cincinnati Milling Machine Ingersoll-Rand 3 Time 
$100 a share, an all-time high. Al- Columbian Carbon 42 Joy Manufacturing Utah Construction 
though we may feel that a foreign 
company, especially one domiciled in 
Socialist Sweden, should sell at a sub- 
stantial discount, and that earnings IPW 

4 B NEXT ISSUE: 
also should be appraised conserva- L mn ’ . a | ted 
tively because of the cyclical charac- everage in Reverse. How much of a pickup in the economy wou d be seedec 
: : ; to get the railroads’ famous leverage working for them— instead of against them 
ter of the ball bearing industry, this 


. E as it has in recent years? For the right questions—and some of the answers— 
stock at 64 times estimated and ad- see Fores next issue. 


justed 1960 earnings appears under- 
valued and attractive for investment. 
It is traded in London. Paris and Ge- oo Please send me Forses for the period checked: 

- . 4 > ~ — 
neva in addition to Stockholm, but the 35 O 1 Year $7.50 0 2 Years $12 0 3 Years $15 
Mew York over<the<counter reasket : - Enclosed is remittance of $.... 1 I will pay when billed 
for this stock is restricted and care is 3 C) Renewal 
advised in making purchases. 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


For everything you have missed you 
have gained something else. 
—Ra.tPH WALDO EMERSON. 


In this world and in every-day af- 
fairs, you have got to run fast merely 
to stay where you are; and in order to 
get anywhere you have got to run 
twice as fast as that. 

—Wooprow WILSON. 


In the mountains of truth you never 
climb in vain. —Frrepricu NIETZSCHE. 


Not a day passes over this earth, 
but men and women of no note do 
great deeds, speak great words and 
suffer noble sorrows. —CHARLES REED. 


It is certainly more agreeable to 
have power to give than to receive. 
—Sir Winston CHURCHILL. 


You exist but as a part inherent in 

a greater whole. Do not live as though 

you had a thousand years before you. 

The common due impends; while you 
live, and while you may, be good. 

—Marcus AvuRELIUS. 


darkness—but igno- 
—SHAKESPEARE. 


There is no 
rance. 


Thrift is that habit of character that 
prompts one to work for what he gets, 
to earn what is paid him; to invest a 
part of his earnings; to spend wisely 
and well; to save, but not hoard. 

—ARTHUR CHAMBERLAIN 


Labor and trouble one can always 
get through alone, but it takes two 
to be glad. —HENRIK IBSEN. 


A man of meditation is happy, not 
for an hour or a day, but quite round 
the circle of all his years. 

—Isaac TAYLOR. 


The day before yesterday always 
has been a glamor day. The present is 
sordid and prosaic. Time colors his- 
tory as it does a meerschaum pipe. 

—VINCENT STARRETT. 


No man will ever bring out of the 
Presidency the reputation which car- 
ries him into it. —THOMAS JEFFERSON. 


We gain nothing by being with such 
as ourselves; we encourage each other 
in mediocrity. I am always longing to 
be with men more excellent than my- 
self. —CHarLes LAMB. 


50 


Commonsense and good nature will 
do a lot to make the pilgrimage of 
life not too difficult. 

—W. SomerseT MAuUGHAM. 


Real happiness is cheap enough, yet 
how dearly we pay for its counterfeit. 
—H. BALLovu. 


Too much idleness, I have observed, 
fills up a man’s time much more com- 
pletely, and leaves him less his own 
master, than any sort of employment 
whatsoever. —EpMUND BURKE. 


B. C. FORBES 


The happiest people I have 
known are those consumed with 
desire to radiate happiness, to 
live unselfishly, to do everything 
within their power to help 
others. Selfishness scuttles hap- 
piness. “No man liveth unto 
himself” embodies abundant 
philosophy. To be happy, strive 
strenuously, daily, unremitting- 
ly, to make others happy. Any 
human being who is out solely 
for Number One ends up behind 
the eight ball. 


One can stand still in a flowing 
stream, but not in a world of men. 
—JAPANESE PROVERB. 


In a living civilization there is al- 
ways an element of unrest, for sensi- 
tiveness to ideas means curiosity, 
adventure, change. Civilized order 
survives on its merits and is trans- 
formed by its power of recognizing its 
imperfections. 

—ALFRED NorTH WHITEHEAD. 


Better build schoolrooms for “the 
boy,” than cells and gibbets for “the 
man.” —Euiza Cook. 


In the simplest terms, a leader is one 
who knows where he wants to go, and 
gets up, and goes. —JOHN ERSKINE. 


It is the glorious prerogative of the 
empire of knowledge that what it 
gains it never loses. On the contrary, 
it increases by the multiple of its 
own power: all its ends become 
means; all its attainments help to 
new conquests. —DANIEL WEBSTER. 


One of the advantages of being dis- 
orderly is that one is constantly mak- 
ing exciting discoveries.—A. A. MILNE. 


The real secret of how to use time 
is to pack it as you would a portman- 
teau, filling up the small spaces with 
small things. —Sir Henry Happow 


I attempt a difficult work; but there 
is no excellence without difficulty. 
—Ovip 


We should be careful to get out of 
an experience only the wisdom that 
is in it—and stop there; lest we be like 
the cat that sits down on a hot stove- 
lid. She will never sit down on a hot 
stove-lid again—and that is well; but 
also she will never sit down on a cold 
one anymore. —Mark Twain. 


The superior man will watch over 
himself when he is alone. He examines 
his heart that there may be nothing 
wrong there, and that he may have no 
cause of dissatisfaction with himself. 

—COoOnrFuvuclivs. 


Consistency is a paste jewel that 
only cheap men cherish. 
—WILLIAM ALLEN WHITE. 


No cause more frequently produces 
bashfulness than too high an opinion 
of our own importance. 

—SAMUEL JOHNSON. 


We see things not as they are, but 
as we are. —H. M. ToMLInson 


We need greater virtues to sustain 
good than evil fortune. 
—La ROCHEFOUCAULD. 


Where all think alike, no one thinks 
very much. —WaLTER LIPPMAN. 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





For I mean not that other men be eased, 


A text... 


James M 
Vhat’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


Sent in by McGrew, 


Chicago, Ill. 


and ye burdened: But by an equality, that 
now at this time your abundance may be 
a supply for their want, that their abun- 
dance also may be a supply for your want; 
that there may be equality. 


—I] Corintuians 8: 13-14 
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How much"“mileage will you get? 


EVER THINK HOW FAR YOU TRAVEL in your Office chair... moving back and forth, sideways, 
in circles? We estimate an annual average of about eight miles. It’s easy to see, then, 
why GF quality and durability are so important. Think, too, of the hundreds of hours 
a year you spend seated at your desk. Obviously, comfort is vital — and it’s provided 
to an unmatched degree by GF’s exclusive Goodform Principle of Adjustable Seating 
The handsome contemporary styling of Goodform 300 

Chairs is a bonus. For a free trial in your own office 

just call your nearby GF branch or dealer. Or write Dept 

FB-12, for a new Goodform 300 Series color brochure 


The General Fireproofing Company, Youngstown |, Ohio 
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Engelhard Industries, Inc. is a leading manufac- 
turer of precious metals and related products for 
a variety of industrial and military applications. 
Our operations span the free world. The products 
of Engelhard manufacture are used extensively 
in such broadly inclusive fields as chemistry, 
communications, 
transportation. 


electronics, nucleonics and 

The present scope of Engelhard activities—and 
the future expansion of our services to an ever- 
changing industrial complex—stems from the 
conviction that such achievement is necessarily 
based on intensive of scientific re- 
search. From this conviction, there is constantly 
evolving a range of projects vitally important to 
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our development of new and improved materials, 
instruments and equipment to meet the needs of 
our large, diverse group of industrial customers. 

Our diversified manufacture encompasses the 
production of alloys, laminations, chemicals, 
powdered and liquid metals, catalysts, instru- 
ments and assemblies as well as fabricated parts 
and components for an ever-broadening horizon 
of uses in contemporary equipment designed to 
perform in every area from below the earth’s 
surface to outer space. 

A brief presentation of our operations and 
services is contained in a brochure “The Story 
of Engelhard Industries.” We will be pleased to 
forward a copy, upon request, 


’ 1 N €. 


NEW JERSEY 





